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PREPAC E 


The current year has been a searching period of critical re-examination for 
the Canada Post Office - its organization and its operations. To the outsider 
looking in, the most encouraging trend that has emerged is the enthusiastic 
and constructive response to new challenges, by the Department's officers 
at all levels, and their demonstrated willingness to pursue the goal of con- 
stant improvement in a vital national service. 


Within the perspective of total Postal Office operations, the design of a 
national postal code may seem quite trivial to the layman. Our involvement 
in this study, aimed at contributing to more effective future performance 
has, however, convinced us that a sound coding structure can and will play 
a most valuable role in promoting beneficial changes. We envisage that 
changes, derived from a coding system, would extend beyond being merely 
an aid to mechanization, to other implications inthe administrative and 
organizational areas. 


Not the least of the foreseeable changes should be the encouragement of 
closer coordination between those many organizations, in both the public 
and private sectors, which have a valid need to gather and distribute, 
analyze and correlate, information and services based on the postal address 
as the indispensable link. 


In presenting a report that, in part, is necessarily somewhat technical, 
and conscious of the limited time available to senior Post Office executives 
to whom many such reports have been submitted recently, we include a 
synopsis and summary of our recommendations, as Section 1 of this report. 
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POSTAL CODING SYSTEM 


November 1969 


1, SYNOPSIS AND MAJOR RECOMMENDATIONS 


.l Executive Synopsis 


This report presents the conclusions and recommendations of the 
consultants retained to design a permanent Canadian public ad- 
dress postal coding system. Following this synopsis (Section 1) 
the detailed report contains six sections, Each is briefly out- 
lined below, with the intention of providing an executive over- 


view of the outcome of our study. 


SECTION 2 After reviewing the scope of our assignment and 
the consulting approach taken, we present the 
results of the field work, involving every District 
and autonomous Post Office in Canada. Each was 
visited by members of the Study team. As an 
essential pre-requisite to coding a national system, 
we collected significant data about the system, 
and the requirements of operational and other 
users. Discussions were held with large volume 
mailers. A computerized data file was created 
and analytical programs were written and used, 
to provide a quantitative picture of national mail 
distribution patterns, The nature and contents of 
the data file are summarized, and selected com- 
puter print-outs are included as Tables, 


SECTION 3 The need for postal coding is established. The 
required features of a national system designed to 
meet the essential operating needs of the Canada 
Post Office, and the stated requirements of other 
important ''non-operational'' users, are discussed. 
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1. SYNOPSIS ANDMAJOR RECOMMENDATIONS (cont'd) 


Foal 


(cont'd) 


SECTION 4 


The major operating problem is shown to be the 
City or inward sortation of mail for distribution 
to Customers. 


The factors affecting the design of a postal code, 
including the relative importance of brevity; 
comprehensiveness; public acceptance and famili- 
arity; numeric or mixed alpha-numeric groupings; 
are discussed. A code is a compromise; trading 
off one priority against another one. 


Section 3 is concluded with an analysis of the 
feasibility of incorporating existing city zone num- 
bering schemes into the recommended postal code. 

In our opinion, present city zone numbering schemes 
represent an unsuitable basis for defining and coding 
a national, or evena regional, system. Existing 
zone numbers should be phased out as the new national 
code is implemented From our studies, we conclude 
that present city zoning schemes do not fully satisfy 
the Department's operating needs and would not aid 
mechanization, or meet any of the requirements of 
"non-operational"' users. 


The definition of the elements in our proposed 
Postal Address Code (PAC) system, is related 
directly to the ''Forward and Local" structure of 
the national postal system. The logic of the 
recommended format for a uniform, six-character 
postal code is presented. For example: 


T2%.DR6 
WR3 AL4 


The first three positions, i.e., T27 or WR3 in the 
examples above, designate a ''Forward Sortation 
Area''(FSA) and the last three positions, i.e., 
DP6 or AL4, identify a "Local Délivery Unit" 
(LDU). These terms are defined, and the code 
flexibility and capacity for growth are discussed. 
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1. SYNOPSIS AND MAJOR RECOMMENDATIONS (cont'd) 


a 


(cont'd) 


SECTION 5 


SECTION 6 


The recommended assignment of significant letters 
or numerals in specific code positions, is based 

on the ''ranking'' of various geographic areas, 
according to their significance within the national 
postal system. ''Ranking'! is based on the volumes 
of mail generated and received, and also on certain 
transportation and geographic factors. 


The applications and advantages of the code are 
presented, and within the over-riding interest of 
public acceptance, especially by large volume 
mailers, the recommended code design meets all 
the Department's essential operating needs and 
satisfies many of the requirements for ''non- 
operational'' users. 


As required by our terms of reference (see Appen- 
dix A) we propose a plan for implementation. A 
CPM network diagram is included as Exhibit VII. 
The plan is based on a phased implementation, 
related to the operational priorities and the rate 

of procurement of the necessary code-marking 

and sortation equipment. 


The organization and staffing considerations, staff 
training, and the potential impact on postal employ- 
ees, will be of paramount importance. One other 
critical factor necessary to ensure success, isa 
high level of public acceptance. We propose some 
methods by which this may be promoted, with em- 
phasis on large volume mailers, and we present 
brief guidelines for support and on-going mainten- 
ance of the national coding system. 


The benefits of a ''streamed"' street letter box 
mail flow are discussed, because of its relevance 
to mechanization and reducing sortation time and 
labour costs in city offices. Also, by evaluating 
the effect of ''streamed'' mail flow, we are able to 
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1. SYNOPSIS AND MAJOR RECOMMENDATIONS (cont'd) 


gt 


(cont'd) 


present to the Department a more comprehensive 
cost/benefit analysis. Our cost/benefit analysis 
is not intended to be fully definitive - it was 
beyond our terms of reference to study the econo- 
mic implications of coding and mechanization - 
but we conclude from our estimates that substan- 
tial economies would be available, assuming com- 
petent implementation and effective supervision in 
an operational environment. 


The implementation of coding and mechanization 
will significantly reduce, but not eliminate entirely, 
the knowledge requirements for sortation. The 
impact of coding on manual sortation is summar- 
ized. 


SECTION 7 Our report concludes with an acknowledgement of 
our indebtedness, as consultants, to those many 
sources of help who were in large measure respon- 
sible for the coverage and support we were given 
throughout our study. 


A number of diagrams and maps to illustrate the principles of our 
coding concepts, and tables of volumes and other data, are sub- 
mitted as integral parts of our report. Other working papers, 
and computer programs, remain in the custody of the Department. 


Summary of Recommendations 


An extract of our major recommendations follows; others of 
secondary importance have been left within the body of our report. 
To assist the speed-reader, and for emphasis, each recommen- 
dation in the report has been ''boxed'' to make it stand out within 
the context of its appropriate subject. 
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1. SYNOPSIS AND MAJOR RECOMMENDATIONS (cont'd) 
‘2° beput'a) 
We recommend that: 


(Page 25) Existing city zoning and zone numbering schemes be 
retained only up to the time that they can be super- 
seded by the introduction of the Postal Address Cod- 
ing (PAC) system described in this repoxt. 


(Page 28) The Canada Post Office adopt a permanent public 
address postal code that identifies both the FORWARD 
and LOCAL elements of the national sortation and 
distribution system. 


(Page 31- A 6-character, uniformly structured, alphanumeric, 
32) code in the format: 
ACx AAx 


be adopted as the public address postal code for 
Canada. 


(Page 40) Each Post Office should be assigned a unique 6-char- 
acter code number within the uniform structure of the 
proposed PAC system; use of the numeral 0 (zero) in 
the final position of the code should be reserved ex- 
clusively for assigning numbers to Post Offices. 


(Page 47) Implementation of the PAC system should be a phased 
program, geared to precede the procurement of code- 
marking and mechanized sortation equipment. 


(Page 51) An initial test.area should be selected in accordance 
with criteria set out in our report, as tne firstarea 
to be coded; to be followed by implementation in 
parallel, for the Toronto and Montreal areac. 


(Page 54) A "Coding and Mechanization Task Force" be set up 
to carry out implementation of postal coding and the 
installation of mechanized equipment: the.Task,Force 
should be headed by a senior executive reporting on 
a direct and regular basis to the Departmental Planning 
Board. 
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2. REVIEW OF ASSIGNMENT 


A Background and Earlier Studies 


Some five years ago the Post Office Department, recognizing 
the need to study improvements in the postal system, estab- 
lished a ''Committee On Distribution Evaluation" (CODE). 
This Committee first met on October 9, 1964, and suggested 
terms of reference as follows: 


"To evaluate the present distribution processes and 
patterns now existent in the areas of zoning, coding, 
terminal sortation, mail flow patterns and transpor- 
tation in Canada. "! 


"To determine and recommend possible improvements 
in these areas, !! 


In January 1966, the Committee presented a First Interim 
Report that identified : 


- the information that a national postal code should 
convey 


- what such a code could accomplish 
- how it could be used. 


After many further meetings, and much devotion to analyzing 
the problems involved for all potential users, the Committee's 
Second Interim Report was presented in January 1967. This 
report dealt with the operational considerations, code capacity 
and related code developments. It proposed certain principles 
for national adoption, and recommended further studies and 
the establishment of technical and advisory committees. One 
conclusion of the Committee was that there was little immediate 
need for a national postal code, and they emphasized the in- 
herent dangers of proceeding too hastily with code implemen- 
tation. 


The CODE officers reviewed many coding, zoning and mechani- 
zation schemes introduced by the postal administrations in other 
countries. With one exception, the postal codes of other nations 
may be classified as ''Forward'"' codes, i.e., codes designed to 
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2. REVIEW OF ASSIGNMENT (cont'd) 
2 (Coont! a) 


identify a specific Post Office destination, or a postal zone 
within a large city, to which mail is directed. The U.S. ZIP 
Code is a familiar example of a ''forward' code, 


One noteworthy exception in international postal coding systems 
is the code that was designed, and is now in an advanced stage 
of implementation by the British Post Office. It identifies two 
essential elements of postal operations: 


= an Outward (or forward) code element, identifying an area 
of the country and geographic sub-divisions of that area: 
in British terminology this is a ''machine town!" 


- an Inward (or city or local) code element identifying a 


small portion of a postman's route or the address for a 


large volume (business) mail receiver, 


The Postcode system in Britain was introduced to the Norwich 
area in 1961 on an experimental basis: the British anticipate 

that virtually full national Postcode coverage will be achieved 
by the end of 1970. 


.2 Scope of Study and Consulting Approach 


The Department's terms of reference for this study are set out 

as Appendix A, In our proposal dated June 1969, we submitted 
our appreciation of the problem and outlined our consulting 
approach to postal code design and implementation, Our approach 
was based on the concept that a code is not an objective in itself, 
but rather a logical classification of a 'system''. It was there- 
fore appropriate, in our opinion, to attempt to define and quantify 
"the system'' governing the operations of the Canada Post Office. 


Having defined the scope of the national postal distribution system, 
identified its elements and collected some relevant cost data 
during our field work, we were better equipped to: 
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2. REVIEW OF ASSIGNMENT (cont'd) 
.e2 (cont'd) 
- define the information that a code should convey 


- evaluate the impact of coding on elements of the postal 
system 


- calculate measurable costs and benefits 


- justify our recommendations with supporting factual 
data 


- determine the priorities, and design a plan, for 
implementation and maintenance, 


In addition, we deemed it essential to gain an understanding of 
the requirements of large volume mailers, the ''non-operational'"! 
needs of the Post Office, and the interests of other users and 
other government departments in the application of a national 
postal address code, 


In our proposal we suggested certain ''models'' upon which to 
test our concepts, and we proposed to have a number of discus- 
sions with U.S. postal authorities regarding the use of mechan- 
ization and optical character recognition (OCR) techniques. In 
fact, we substituted for U.S. experience, a closer study of 
techniques being implemented in the United Kingdom, and our 
model was changed and greatly extended to give better coverage 
of the Canadian postal system, 


.3 The Field Work and Data Collection 


The first objective of the study team was to identify and evaluate 
the essential needs of the operating service for a postal coding 
system, This task was divided into four tactical areas which 
comprised the field work phase of the study, namely: 


- to identify the various processing operations related to 
"product lines'' in a representative sample of offices, and 
to calculate the direct labour content of each step; 
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2. REVIEW OF ASSIGNMENT (cont'd) 
po Vicowt a) 


- to discuss with District Directors and Postmasters their 
operating problems and how coding might affect them, and 
to examine sortation practices and operations in several key 
offices and a number of smaller ones; 


= to quantify the ''national distribution system'! and create a 
data bank containing mail volumes and other relevant 
information; 


- to meet with a cross-section of large volume mailers, 
government departments and other potential users of a 
public code; to understand their views and requirements 
and to identify the type of assistance they would expect in 
accepting a public postal code. 


Pe Maal Processing Operations 


The four ''product lines'' referred to throughout this 
report are based on physical characteristics, and not 
class of mail: 


- short and long letter mail (S/L letters) 

- flats (including oversize letters) 

- parcel s-over*?2° ths t*or 150 cu," ins. 

- packets (articles which do not fall into the 
other categories above). 


Eight offices out of approximately 252 letter carrier 
offices in Canada, were selected as being representative 
of processing operations in large, medium and small 
plants. Included were those processing plants respon- 
sible for handling the greatest concentrations of mail 

as shown in the list below, The national ranking indi- 
cates the relative importance of each office within the 
national system: 
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2. REVIEW OF ASSIGNMENT (cont'd) 
eiy onde ueont'd) 


National Ranking by Total 


Post Office S/L Volume Processed 
Toronto i 
Montreal @ 
Vancouver 3 
Winnipeg 4 
Whee, 18, (.. 135 
Villlewde aval, £7: 26 
Branttord, Ont, 38 
Brandon, Man. 70 


A flow chart of mail streams ina ''typical'' large Post Office 
was prepared showing the processing elements, and this is 
attached as Exhibit 1. Using this profile, we analyzed the 
Direct Labour Hours based on pre-determined time stand- 
ards, flow test data and reported performance figures, to 
calculate the Direct Labour Hours per operation per product; 
the direct unmeasured hours were reported separately. 


A ''typical'’ analysis of the Direct Labour Hours, for the 
Montreal office is included, see Table 1, 


In the offices visited, more than 50% of the total hours worked 
are required to process a single ''product line" - the S/L 


letters, For example: 


Hours Worked on S/Lasa 


Post Office Percentage of Total Hours Worked 
Toronto 66% {including some flats 
in the ''geo'' sort) 
Montreal 58% 
Ville de Lavai 71% 


The operations involved in sorting S/L letters make this the 
most labour-intensive operation per product line in a ''mail 
processing plant"'. 
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REVIEW OF ASSIGNMENT (cont'd) 


.o 


(cont'd) 


aed 


Discussions with Field Staffs 


Intensive discussions were held with every District Director 
and autonomous Postmaster and their staffs; and with offi- 
cers in London, Brantford, Hamilton, Windsor and Victoria, 
We sought their interpretation of operating problems and 
some insight into how coding might affect Forward and City 
sorting operations, 


Sortation practices and operations were examined ina 
number of representative offices both large and small to 

help the team become generally familiar with operating 
practices and in particular, the rationale underlying the 
identification of ''straights'' within present sortation schemes, 


Identifying the National System 


The problem that faced the study team was ''What system 
requires definition and coding?'' Should we code all the 
cities and towns of origin or destination, the postal stations 
and depots, letter carrier walks, points of call, transporta- 
tion routings, the Distributing Centres, map grid references 
or some other, more suitable, element? 


The team determined that the most useful definition of the 
national system could be expressed in terms of volumes pro- 
cessed. More specifically, the annual volumes of S/L letter 
mail originated by an area, the volume received by an office 
from other points in the national system for local distribu- 
tion, or volumes exchanged by an office with the national 


system, 


Our principal analyses were based on recorded volumes of 
first and third class short and long letters for the year 
ended July 31, 1969, classified as follows: 


Local Originating: mail originating in an office's delivery 
area having a destination in the same area. Such mail has 
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2. REVIEW OF ASSIGNMENT (cont'd) 
0) 7, de Cole a) 


no direct impact on the national system, because it never 
enters the national distribution network, except to be sorted 
in the originating office. 


Forward Originating: mail originating in an office's area, 
destined for other points in the national system. This 
volume represents the amount of mail that an office puts 
into the system, and is an indicator of its relative influence 
on the system. 


Local Incoming: mail originating in other offices but des- 
tined for distribution locally. This volume represents the 
minimum amount of mail that an office receives from the 
national system, and hence indicates its relative dependence 
on the system. 


Forward Transit: mail flowing into an office from the nation- 
al system, to be sorted and transferred for distribution by 
other offices. The volume of this traffic is some measure 

of an office's role in the network for bulking and re-distri- 
bution of mail, i.e., a Distributing Centre. Transit traffic 
need not necessarily be sorted in the offices where it now 
appears. More mail could be routed directly to its destina- 
tion, with less handling, through the use of a Forward code. 


We concluded that such data for every Distributing Centre, 
whether it be implemented, planned or proposed(l), plus 
every major letter carrier office inthe eoumtry would pive 2 
valid profile of the system. Our data collection program 
was conducted accordingly, and the information fed into a 
computer file. 


Our statistical coverage of mail volumes by area and offices 
embraces approximately 60% of the total Canadian popula- 
tion, including all the metropolitan areas, and covers about 


(1) The status of the Post Office Department's program for implementing 
the Distributing Centre concept, as at March 31, 1969, was: 


- in operation: 114 centres, serving 4, 750 dependent offices 
- in various stages of planning and authorization: 90 centres 
covering 3, 185 dependent offices. 
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REVIEW OF ASSIGNMENT (cont'd) 


Reference : 
Year ended March 31, 


Gostsi® 


(cont'd) 


80% of the total urban population. In terms of offices, it 
includes volumes for 197 Distributing Centres (all D/C's 
except for RPO's and some very small offices, e,g., Cache 
Creek, B.C., which serve only as ''transfer points'' in a 
national transportation system), with and without letter 
carrier service; and offices administering approximately 
90% of the letter carrier walks in the country. The number 
of walks in the offices excluded varies from 4 to 29; most 
have between six and ten walks. 


After comparison of the collected originating volumes with 
other Headquarters data, we conclude that our ''data bank"! 
covers better than 93% of the national total originating S/L 
letter mail. The coverage is summarized below: 


Pieces 
(millions) 


First Class Mail Reported (2) STS 
Third Class Mail Reported (2) Reon S 


3, (53 
Total Originating Mail, as per 
Coding Study Data Collection 375520 


A "data bank'' consisting of the considerable amount of 

information collected during the field work, was created on 
computer tape. Programs were written to analyze and dis- 
play this data by office and by District, to give what we con- 


clude is a very valid profile of the national system. Examples 
of the print-outs are presented as Tables 2 to 6. A complete 


set of tabulations, and the programs, are in the custody of 
the Department for future use. 


the "ranking" of offices if it were included. 


Posi Office Depariment "Cost Ascertainment Report for th 
1969 - Comparative Statement of Total Sales and 
These figures include some oversize letter mail, which is ex- 
cluded from the study team's data, but which would not materially affect 


lal 
UL 


rah a La ae 

ae es i il ™ ape neh i a } 

\ tits) pe sine) wines mY te ra Se 
ae ee in CAS aay 


ze sieneng a i oan = 
e Hontbe 5D. a Wend ‘ Cs 


vate dae bi eid ao TRProy sent Lavine vai ee 
7 a 


ph. a OPE RLS ae TG bite i goivyse WET EH? ar 
eer yt ay ania Vode ted sustal Sit} tow me ty rg a 
1 Ber Skates anotMo oat 2 eA 49 7) 
LeLbaer ribet bits «ie aeowied' eyed re on) onary 
yey ee myit q 9 a : ee lal a v i 
a i yr’ 
} ioahtys Gt Lo aoe 1 SGFoD pestA up 
; ‘ ‘ N 7 
bul y ate eteh emer sephaokh tm AtD. 4 
‘WoLTH ates at in bs SEGA Ces a lead i 7 ; : y 
\ ress: sis Y'9 Fake ie heeret 4oltal pe ve om 
; ri — 
3s 
i i) i liige we TM ap at d Feat 
} (i) beltdoqgest Mam e261) eral 
i | Pri ie tarea iat Letea't 
46heD kre ybui® guibov P 
Mis jabato. 41 io eniieiaywoo “hen Bhan” A 
‘ Lets Poland’: aehr Cerene, pes baa eoitmote okt 
ee Oe DE tsa ee ae Cw oe aon ping Bigte ; 
c1 yobs a onde ver ar +E! f GAKT 
(2 tao ai he eis rt Ptlev yA Bt Spl 
} &5 s wn C1 > LySartst } ‘® 2h i fay vai to 
Bias | in. <eTe Tyo ch? Res ‘oct eiie, bo. tare 
is cures! ? Sari vere sit 
ow 
A Ate Ae Ia ae SoeE ry oer co a a eg re Te 
baat Aid ; = h Pi, ate vty iL ii TS TO eae {S) 
fe ‘aotanrtwd av ietey OAL) Pt nia elh babtis 285 ¥ 90 ol 
yet lapis “258 : rit buloenl 2o ue e250T.) 4 Lsjsow 
4 Joyce bia on lack. svER 2\a1ns? vbpte, st fot hobuis 
sioth ot aWodl i Seok ao) genres" 
i Ce eA a 
: Ode aE r a 
D P i 


SAMSON 
BELAIR 
RIDDELL Page 14 


STEAD 
INC. 


2. REVIEW OF ASSIGNMENT (cont'd) 
.3. (cont'd) 


.4 Discussions with Large Volume Mailers (LVM's) and Others 


Interviews with a representative cross-section of national 
LVM's were arranged, to obtain their views. In line with 
the Department's new marketing approach, and because of 
the important relationship between the Post Office and its 
larger customers, we considered it essential to understand 
their particular requirements, their reaction to various 
coding alternatives, and the assistance and continuing sup- 
port they would expect in implementing large address-file 
conversions and using a postal code on labels and envelopes. 


The industries and large customers contacted (see Appendix 
C) responded generously to the study team's approach. In 
addition to the LVM's, a number of interested parties took 
the trouble to submit suggestions, or coding ideas. In most 
cases, the ideas were for ''ZIP-type'' codes or geo-coordin- 
ate grid systems. Both of these code types were judged to 
be inadequate for the needs of the Canada Post Office. 


.4 Review of British Post Office Experience 


Following our field work, and having reached our own tentative 
conclusions regarding the coding needs for a Canadian system, 
we considered it appropriate to test our concepts before finalizing 
the code structure. In our proposal we had suggested the U.S. 
Post Office Department as the appropriate ''sounding board", but 
as a result of our subsequent understanding of the operating needs 
of Canadian users, we decided that it would be of much greater 
benefit to draw mainly upon the experience of the British Post 
Office (BPO). 


We were given the opportunity of analyzing the results the BPO 
has achieved by coding and mechanization, and testing our own 
concepts, during a most valuable visit to Canada by a senior 
official from London - Mr. David Stewart, the Head of the 
BPO's Postal Coding Branch. Although the structure we recom- 
mend differs in significant details from the British Postcode, 

we would be remiss in not acknowledging our indebtedness to 
Mr. Stewart, and our recognition of the accomplishments of the 
British Post Office in this area. 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS 


~tentneiNeed for Postal Coding 


The fundamental question regarding the necessity or desirability 
of some form of postal coding was answered many years ago in 
Canada, and in most other advanced postal administrations, with 
the recognition of a need for zone numbering in large cities. A 
number of countries have since introduced full national coding 


systems. 


Postal coding is not an end in itself. The fundamental justifica- 
tion for postal coding, in our opinion, and as implied by the Post 
Office in the terms of reference for our study (see Appendix A, 
paragraph 2), is to contribute to improving the productivity and 
standards of postal service, primarily through effective mecha- 
nization. Optimum utilization of mechanized systems and, later, 
of more automated systems, will depend to a significant degree 
on the availability of a viable postal address code, widely 
accepted and used by mailers. 


Important secondary needs for a national postal address code 
arise from the value to be derived by large customers of the 
Post Office, other government departments, and other potential 
users, Por -exarniple: 


- Direct mailers, publishers and other large volume mailers 
(LVM's) need to be able to self-sort their mail effectively, 
preferably with reduced knowledge, and based on a uniform 
and permanent national scheme. Sorting by code is a partic- 
ularly valid technique for computerized systems, where 
large files of address records could be sorted on the com- 
puter prior to print-out of labels or envelopes, eliminating 
the need for physical sortation after printing. 


- Government Departments such as DBS and the Taxation 
Division of National Revenue, and the users of statistics 
published by such agencies, have stressed a need for a 
national system that would facilitate statistical analysis 
and correlation of postal addresses with population statistics, 
provincial/municipal divisions, and economic or marketing 
areas. Existing postal zone numbers are generally consi- 
dered to be unsuitable by such users (zoning applies only to 
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cy CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
. ke (cont'd) 


larger cities, and schemes have been changed too often). 
Many mailers require more precise knowledge of the area 
served by each Post Office than the office name alone gives. 


The objectives of postal coding should include, in our opinion, an 
attempt to meet certain ''non-operational'" needs as effectively as 
possible and at no additional cost to the Post Office. Coordina- 
tion between government agencies, including the Post Office, 
with the objective of ensuring that common requirements are met 
and duplication of effort minimized has, we consider, been in- 
adequate. A well-designed national Postal Address Coding (PAC) 
system, accepted by the public, by large volume mailers and by 
government agencies at all levels, would contribute significantly 
to improved national data collection, statistical reporting and 
analysis. 


Evidence of the ''fringe'' benefits of ZIP-coding for marketing 

and the Bureau of the Census in the United States has been pub- 
lished (3), and we have no reasons to doubt that similar or greater 
benefits would accrue to Canadian users. 


.2 The Required Features of a National Postal Code 


The principal operating problem in major centres is the inward 
or City sortation of mail for local distribution. Forward distri- 
bution also constitutes a major problem, but of a different type. 


Fundamental to the needs of the operating 
service is that: a Postal Address Coding 
(PAC) system must identify both the For- 
ward and City (or Local) elements of the 


distribution system. 


(3) References: ''New Developments in Zip Code Marketing"! by Richard 
W. Jones, U.S. Post Office Department (printed in 
"Sales Management Magazine"! - June 1969). 


"Zip Code Selection Techniques Applied to Mail Order 
Lists" by Albert R- Young (printedin Direct Marketing"), 


"ZIP Code-Bonus for Business" by Frederick C, Belen, 
Deputy PMG of the U.S. Post Office Department (printed 
in "MSU Business Topics" - Spring 1967). 
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3. . CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 


ve 


(cont'd) 


The crux of the City sortation problem in the larger urban areas 
is the ''unstable'' nature of the local distribution pattern, due to 
the frequent re-structuring of letter carrier routes. In this con- 
text, the city zone is unsuitable, because zoned mail still re- 
quires, ultimately, a "knowledge" sort to the carrier walk. In 
our opinion, stabilization can only be achieved by adopting a 
basic sortation unit, or indivisible building block, more suitable 
than the letter carrier walk or the city zone, or the Postal 
Station, 


In contrast to the city distribution, Forward sortation schemes 
and related distribution knowledge, are relatively stable ona 
national basis. However, the gradual relaxing of sorters' quali- 
fying examinations has eroded this ''knowledge base'' among 
postal clerks throughout the country, with the result that ''out-of- 
province Dis. knowledge'' has significantly diminished. Much of 
the out-of-province mail formerly sorted to the equivalent of the 
Distributing Centre, using ''Dis. knowledge'', is now bulked onto 
the major or nearest terminals in other provinces, e.g., Toronto, 
Montreal, Winnipeg or Vancouver, for finer sortation. These 
"bulked'' mails therefore aggravate conditions in already conges- 
ted sorting plants. Ineffect, the despatching offices ''export"' 
their sorting problems to the terminals. The mail involved also 
requires extra handling in the process of distribution. 


In addition to the basic requirements of the operating service, 
defined above, other required features of a national postal code 
include : 


- The code must be an aid to mechanization, without having 
any unfavourable effect on manual sorting schemes ona 
national basis. Whether the code is used or not for manual 
schemes, would depend on the benefits derived, but the 
needs of a mechanized system should not be subordinated to 
the requirements of a manual system. To meet the require- 
ments of manual sorting, use of a code must reduce the 
knowledge requirements in both Forward and City distribu- 
tion schemes. 


. i ee Vuleabald i int ox 
buh .avedtee moltudsste i es di 
Bit ctl Jepivos 1SiTUSD sottet Yo paceman 


ne ‘Qs w varein> od? of doe * \ it ccc? 6 vlowpreckylay ko thse 


BB arttqaba yd bo ~ortos od ine aaa colissilidate yhoo, tsb 
leis ‘iia stein Avold ghiblimd sidieivibat 70. , tieter aorsiroe afied 
ase ort nd o ,shos Vito dat to ataw tals; 189 teiitol ‘ed} sa! 


Ceo 


Hoty bEawtra wh -retd sinseKh yYlia as ib ad Le S't38too tra 


a ; 
a. gs ite eldata: Ylovitssnt whe sab sdwastd meds ve th beasles nits 


eo TeTLO2 ig gists bot 


Bs) yevewoli .cLene ketorisr 


(sivb-sra) eld!" 


gfome epad oghoalorotal’' ey Dehetre ecil atol¢naemubay grin) 
yar) tldast off Adiw vy tiwag alt tyodauotd? Bitels laleag 
Wht .badteitimib vyitnsoftingie een spb! es oan, SHI onmivotg 


uk etersl Bberouy’ 


? 


a: ifedsvinips ort of Detroa yiront tes pepe Sorry oud = fOr Hag ars 
hi eoon at sieht 
arty 


\osaa: ‘bs ty a wom et ‘note hwortal scien, axdrtow, guisudixte Ht 
ot, be : : J 
Naao T ste sotto nhelaaim1 16 ec 8 ait te Op sce batt 


o.%9 a Sorive 


aft. .nofisttee Tomi 1a? , toyre yr Ve g aq tae W ipdtinaM 
an yhbeo tis mi sroisibnos ot678 igus 0 tOloe aii alisat''basabod! 


nantes hat 


, 
’ 
el 
Pan 


Wty o! genitto noamiotegeaDp es Josate ms . 
etanrrentsd it of Baty wide rg a v Est 
WY nt enilbned stixne estinpet 


peijediztiath 16 #8 ose on) Ml Bees 


be 


‘i i; eal. P 
rat APB and 


aoe ' " ae 
Riv 1.9H Baitetoqo ay Jo .es Aor teu 


lghodn Lesotien 8 to aginteat Baym pot reptiiy | ever GB), Peaetel tals 
| ‘yfull oeet 
' 

iad juotitivy ,woiles tags 2 2h od (O16 MAAC feNes yhoo. saz - 
eo 7 atrpatice arnt? on ba eyes ae by de} Jes qe Bley ¥ fis 
i) Waeiaerni ~ol torn xo boev et bos oft tons svi sient!) laueitsd 
a y 4 og tect boviteh ethaned oat ne baooub blue ye @rmoihoe 
hi bs be aan 708 we ad toa bliote comatew- byhefenn pant & te eben 

se pnd Tascey ¢ Fr ptea sind tao aere = Me ahi tigpes wis ey 


ens ‘gap: Me geatire Woo & Gey  atettoe Lapeer toe force 


ey igi fe eth yi bas bisw' oF ne at etree thpet Habel v recent! 
fig 


e 9 irate: ager. 7 


tasuipartt oxls 
litte liars banox sausvad voidetiveany: ai stos ‘gio od? axaqr 


“sigan os 


in ataad alt ot unchTEd dt rh 


-_ 
q 
7 
r 
_ 
. 
@ 
— 
i : 
é 7 } 
a; & 
9 / 
7 
. * ' 
7 
on 
t 
tne 
Hy d 
i ) ty 
Us 


SAMSON 
BELAIR 
RIDDELL Page 18 


STEAD 
ING. 


3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 


ym Acont'd) 


- Code length should be as short as possible. Discussions 


with LVM's indicated that six characters would be acceptable 
but seven or more would make coding an unattractive propo- 
sition for reasons of: space in computer files, address 
plates, added key strokes by coders, scanning time, etc. 
Also, the error rates tend to increase if code brevity is 
sacrificed to satisfy other features, and long codes are more 
difficult to remember. 


x The code must achieve a high degree of public acceptance. 


It is obvious that, regardless of the technical excellence of 
any code design, a low rate of public usage will render it 
useless as an operational tool. The best ''incentive'' to 
mailers for using the code would be a demonstrated assurance 
on the part of the Post Office that standards of service could 
be consistently attained or improved for the overwhelming 
majority of customers. We have concluded that mailer 
acceptance would be most effectively aided by keeping the 
code short and uniformly structured, by assisting the LVM's 
to convert their records, and by adopting other methods out- 
lined later in this report (Section 5.4). We recognize that 
the possibility of a relatively few customers experiencing 
some service deterioration does exist. 


- The code should be applicable to all types of mail - letters, 
flats, parcels and packets - and to any type of customer 


delivieuy Service culeltenie a maleic O Gla Dome SmEn Unc lmRoliers 
’ , 


general delivery, and mobile or parcel post couriers. 


- The code is required to have the characteristics of perman- 
ence, flexibility to accommodate change, and adequate 
capacity for growth. A minimum ''system life'' of 30 years 
should be assured. 


- The Post Office Department's administrative numbering 


requirements should be compatible with, and preferably an 
integral part of, a uniform postal coding system. This is 
particularly relevant to the renumbering of offices for the 
Money Order and Management Information Systems. 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
pe Aeon’ a) 


“ The code should minimize error potential and facilitate 


error detection. 


- The Canadian postal code format should be internationally 
unique, to avoid any confusion with code structures used by 
other postal administrations - particularly the U.S. 


Some LVM's, government departments and others, identified 
requirements and in some cases constraints, that would not 
necessarily be compatible with operational code requirements. 
We concluded that the following features could be built into a 
code structure: 


- recognition of important boundaries and political or economic 
"modules'' within Canada: e.g., provincial/municipal bound- 
aries and census tracts 


- a facility to aid correlation of the postal address to published 
statistics, usually based on DBS census tracts, for purposes 
of market analysis 


- a facility to permit greater selectivity when choosing and 
analyzing markets or statistics for a user-specified area, 
whose boundaries do not conform to existing standard 
delineations. 


3 HEactors Atfecting Code Design 


A code is a compromise: ina complex system it is rarely feasible 
to have a practical code that would be ''all things to all users". 

In the preceding section we established the information that a 

code should convey. The technical design factors considered in 
resolving how these requirements would best be met are outlined 
below. In evaluating the importance of the factors impinging on 
code design, two guidelines were accepted as being of critical 
importance : 


.l That the greatest ''weight"' should be assigned to 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 


ee eon d) 
essential operating needs. 


.2 That code effectiveness would depend on a high degree 
of public acceptance being attained. 


These principles were useful in dealing with conflicting priorities, 
"'trade-offs'' or incompatibilities among the following factors 
germane to code design: 


- code length 


. spare capacity for growth, flexibility to accommodate 
change 


- the use of numeric, mixed alphanumeric combinations,or 
all-alpha character groupings; and the extent to which a 
character or group ‘can be ‘related’ to the original, e's .”, 
wr to'signity Toronto, "M' “tor Montreal, and so on 


- uniformity of structure, i.e., a standard length and, ina 
mixed alphanumeric group, a fixed assignment of either a 
letter or a number to any one position 


- the use of symbols, such as the dash or oblique stroke, or 
the use of a space, to identify distinct portions of a single 
code 


- the extent to which existing code schemes, that may be 
established and familiar to the public (whether designed for 
postal or other purposes) should be incorporated 


= the extent to which error detection features can be included 
without adversely affecting the code length or coverage. 


In the context of the identified postal code requirements, most of 
the familiar code schemes are generally irrelevant. Such systems 
as telephone numbers, point location codes or geographic classi- 
fications, have serious design drawbacks. A discussion of the 
relationship of the proposed code to existing and familiar non- 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
.3. (cont'd) 


postal systems, is presented later in Section 4.6 of this report. 
However, the reader should first direct his attention to our re- 
commended code format, its operating applications and advantages, 
presented in Section 4. 2. 


It is appropriate at this point to examine the particular design 
considerations related to the feasibility of incorporating the exist- 
ing postal zoning system into a new and more comprehensive code. 


~4° The Feasibility of Incorporating Existing Zoning Schemes 


We examined the feasibility of the present postal zoning system 
being continued as part of the proposed postal coding system. 
Our terms of reference (see Appendix A, paragraph 4) specified 
only the present 3-character system, i.e., the zoning schemes 
in Toronto, Montreal and Vancouver. We extended our review to 
include the remaining eight zoned cities. 


The present policy, and the criteria for the zoning of city delivery 
areas, are set out in Postal Service Branch Directive No. 414- 
7-2 of February 7th, 1968. A temporary suspension of all zoning 
plans has been in effect since May 1969, pending design of a 
postal code (4). 


At the commencement of our study (July 1969) the status of zon- 
ing in Canada was: 


No. of Zones in lice 


32=character Zoning City Perimeters 
Montreal 146 44 
Toronto 128 LA 
Vancouver 180 By, 
454 oie 


(4) Reference: Telex message dated 23rd May 1969 from the ADPMG- 
Operations to all Direct Directors and autonomous 
Postmasters. 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 


44. ((e0ont!d) 
2-character Zoning City Zones 

*Quebec ON 
*Ottawa 13% 
Hamilton 37 
London 34 
Windsor a5 

* Winnipeg Zan 
Calgary ao 
Edmonton 50 


*NOTE : Quebec, Ottawa and Winnipeg were ''casualties'' of the 
zoning moratorium,and the numbers of zones shown in 
the above table are for the "old" (i.e., pre-1968) 
schemes. For example, it had been planned to intro- 
duce, for Ottawa during 1969, a revised system of 57 
zones to replace the 13 zones now in use. 


Following a detailed evaluation of the city zoning schemes, it is 
our firm conclusion that the existing zone numbering system 
should not be designed into any national postal code, for the fol- 
lowing reasons, each of which is then discussed in greater detail: 


- there are too many zones in the ''3-character'! cities to allow 
meaningful (i.e., direct) separations 


- preserving the present 3-digit zone numbering system would 
require the adoption of a postal code having a minimum of 
seven characters for Montreal, Toronto and Vancouver 


- the present city zones are, on average, too small to serve 


as city ''despatching units", i.e., to assume the role of the 


’ 


letter carrier depot 


- the methods by which the present system handles growth 
incorporate, in our opinion, poor code design features. 


Too Many Zones. It is obvious that for Montreal, Toronto and 
Vancouver a one-pass manual sortation, using a 120-separation 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
44 (contid) 


case, could not separate every city zone. This observation would 
also be applicable to mechanized sortation, where the number of 
machine separations may be greater than the number of separa- 
tions in a manual case, but in all likelihood still considerably 
short of the capacity needed to complete the job in one machine 
pass. Thus, the direct benefit of present zoning as an aid to 
sortation and improved productivity is difficult to define. 


Similarly, the potential benefit of having other offices sort to 
zones for these three cities, at the originating offices, is nulli- 
fied. For example, if offices such as Edmonton, Calgary, 
Winnipeg or Halifax, and large volume mailers carrying out 
self-sorting, were to attempt to sort Forward mail by each 
zone for the three largest metro areas in Canada, the sorter 
would be faced with the possibility of sorting to over 650 
separations! 


Obviously, this number of separations is impractical. Never- 
theless the Post Office requires that LVM's make these separa- 
tions in order to enjoy preferential rates for bulk mail. Vol- 
umes for many zones are now, and would continue to be, too 
small to separate and bundle, so this mail gets consolidated 
into ''City bags'' for rehandling by the destination offices. 


A Seven-Character Code Length. For Montreal, Toronto and 
Vancouver, where code brevity would have the most beneficial 
effect, seven characters would be needed to satisfy the opera- 
ting requirements identified earlier. 


The seven characters would be required, in order to identify : 

- the zoned area, i.e., the particular metropolitan area to 
which the succeeding three numerals apply; one character 
would be needed for this 

- the zone number: three digits 

- a suitable delivery "unit'': our studies show that this 


could not be accomplished with less than three characters, 
allowing for adequate growth capacity. 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
.4 (cont'd) 


The maximum number of local delivery units that can be ex- 
pressed by a 2-character grouping would be approximately 900, 
and our studies revealed that this total would be inadequate if the 
operating requirements, as we have defined them for City sorta- 
tion (see Section 3.2), are to be met by coding. Also, the design 
criteria presented in an earlier section, would be compromised 
in several ways that would be, in our opinion, very unde sirable: 


~ code uniformity on a national basis would be destroyed by 
having 7-character codes in Montreal, Toronto and Van- 
couver and 6-character codes for all other areas: the alter- 
native would be the inclusion of one redundant character in 
codes for other areas to preserve uniform code length 


- code brevity would be sacrificed in precisely those areas 
where it should have the greatest beneficial effect: a 7- 
character code would add one sixth to the scanning, key- 
strokes and print positions required by all users in those 
cities that generate and receive the greatest volumes of 
mail. 


The Zone as a City Despatching Unit. Toronto, Montreal and 


Vancouver have an average of 6.4 letter carrier walks per zone. 
Letter carrier walks now, and probably for some time to come, 
will continue to cross existing zone boundaries, under present 
schemes. The purpose of City sortation is to consolidate and 
direct mail to the letter carriers (or other delivery modes): it 
has not been successfully explained to us how the present zoning 
scheme can contribute to this local distribution function, 


Methods of Handling City Growth. With the present zoning sys- 


tems (which in some cities represents the third "generation" of 
numbering schemes within a span of 25 years), growth or more 
accurately increasing population density, would have to be han- 
dled by using one of three techniques: 


- by subdividing the zone into segments and assigning a new 
number to each new segment 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
1’ contd) 


- by "overlaying'! a new zone number for an area, resulting in 
a mixture of two or more ''forward code'' numbers in the one 
area, as is done with telephone exchange numbers in metro- 
politan areas 


- by delineating "islands'' within a zone, and assigning new 
numbers as required. 


Each method could require a code change or addition for at least 
part of the area now included in a zone, and this, in our opinion, 
would represent a poor design feature with regard to flexibility 
and capacity for growth. 


From our analysis of the present zoning schemes, we reached 
the firm conclusion that factors such as those outlined above 
are sufficiently critical to justify the rejection of city zoning 
schemes as an element in the design of a postal address code. 


| We therefore recommend that: 


existing city zone numbers not be incorporated 
in the design of any new national code 


existing city zoning and zone numbering 
schemes be retained only up to the time that 
they can be superseded by the introduction of 
the Postal Address Coding (PAC) system 
described in this report 


no interim changes be introduced, and no 
further general promotion or publicity should 
be given to existing schemes. 


Obviously, LVM's should be kept updated on existing schemes, 
in order that they may continue to benefit from preferential rates. 
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3. CODE REQUIREMENTS AND DESIGN CONSIDERATIONS (cont'd) 
ee ene Ba Su Phra ani ant val cham Seroliadonts tes bechnec Dh etelonbiretaca iat dater ded 


.4 


(cont'd) 


As a final point, Canadian public acceptance of present postal 
zoning schemes has not been overwhelmingly high. If a 70% 
‘acceptance rate'' were being consistently attained, i.e., 70% 

or better of the mail now destined for zoned cities included the 
zone number in the address, this may have offset some of the 
reasons given above for rejecting the present zoning schemes. 

In the U.K., by contrast, the familiar London postal zone num- 
bers (e.g., S.W. 3 or E.C. 1) appear in more than 93% of 
addresses destined for London delivery, and for this reason the 
BPO have opted to incorporate the existing London zone number- 
ing into their national Postcode - sacrificing code uniformity or 
brevity todo so - i.e., the Postcode may be 5, 6 or 7 characters 
in length, with an "unstructured" format of alphabetic or numeric 
characters in the Forward positions of the code; for example: 


El 2AB (London, E.1) 
NOR 4DD (Norwich) 

EH12 6HH (Edinburgh) 

SW22 7AR (London, S.W.22) 


We conclude that, for the Canada Post Office and the mailing 
public, such a compromise with uniformity would be undesirable 
and without significant advantage, since it would not promote 
familiarity or code brevity. 
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4, THE RECOMMENDED CODE STRUCTURE 


_1 Structure of the National Postal System 


In its simplest form, taking into consideration only the needs of 
the Department's operating service, there are two elements to 
the national postal system. These are the FORWARD and the 
CITY (or Local) elements of the mail sortation and distribution 
network. 


The Forward operation processes the mail originating in one CULV 
or area, for delivery within another city or area, this volume 
may be augmented by Transit mail being handled by a Post Orice, 
en route between the offices of origin and final destination. It 

is this exchange of mail between offices via the Forward distribu- 
tion network, that is incorrectly referred to by many as ''The 
National System''. However, City (or local) distribution is also 
an essential part of the national postal system. 


The City (or - to use a term we have preferred in our code design 
- the Local) distribution system processes mail that, irrespec- 
tive of whether it originated in the same city or is incoming from 
elsewhere, is destined for delivery to customers in the area 
covered by that office's delivery services. As pointed out earlier 
in this report, the major operating problem is in the Local part 

of the distribution system. 


The Forward element of a postal code should, therefore, identify 
the ''Forward area’! within which sortation to delivery modes, 
i.e., letter-carrier walks, rural routes, lock boxes, etc., takes 
place. The 'Local delivery'' element of a postal code should iden- 
tify a portion of a delivery mode, within a particular "Forward 
area''. 


In classifying such a system through the mechanism of a code 
structure, the ''Local'' code element cannot stand alone - it 

must be combined with a ''Forward'! code element. Similarly, a 
"Forward'! code element is, by itself, only an incomplete expres- 
sion of part of the whole system. The only example of a ''Forward- 
Local'' code that has been implemented is, to our knowledge, the 
British Postcode system. The U.S. ZIP code is essentially a 
Forward code - no delivery module smaller than a city zone 
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THE RECOMMENDED CODE STRUCTURE (cont'd) 


ree 


(cont'd) 


Identification of both the Forward and Local distribution elements 
is an essential part of defining the national postal system in 
Canada. It was an objective of our field work to identify and 
define each element, and to quantify the mail flow volumes asso- 
ciated with both Forward and Local sortation, in order to fully 
understand the implications of coding upon each step in the mail 


distribution system. 


We determined that the introduction of a Forward-only code 
would offer the Post Office and other users very limited benefits: 


- a Forward-only code would have no impact on Local sorta- 
tion, a process that absorbs approximately 50% of all Direct 
Labour Hours used on S/L letter sortation processes, itis 
Local (or City) sortation that is the main operating problem 


in the major centres 


- a Forward-only code would be essentially incompatible with 
the identified requirements of ''non-operational'' users. 


We strongly recommend: 


- adoption of a permanent Canadian public 
address postal code that identifies both 
the FORWARD and LOCAL elements of 
the national sortation and distribution 


system. 


The Recommended Code Format 


Our concept of a compound code incorporating both Forward and 
Local elements requires careful definition and selection of the 
most suitable ''units'', of each element. 
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4, THE RECOMMENDED CODE STRUCTURE (cont'd) 


~2 cont'd) 


We examined, thoroughly and critically, existing "units" that 
might possibly serve as a readily available and publicly familiar 
basis for coding, The alternative '"'units'' and options examined 
and evaluated fall into two categories: 


.l1 Those codes that identify an area: examples of this type 
clude: 


the telephone number system for area codes and local 
exchange numbers 


- municipalities or census tracts 


- the letter carrier walk, the rural route, or the areas 
covered by other modes of delivery service 


- the Post Office Department's walk-evaluation "block" 
or the DBS census enumerator's "blockface", 


.2 Those codes that identify a named point or specific location, 
examples include: 


-. the Distributing Centres and other Post Office locations 


- location codes of several types, such as the DBS stan- 
dard geographical classification, allocated and unallo- 
cated numbers inthe U.S. ZIP-code series, and the 
transportation industry's Standard Point Location Code 


- the various forms of geographic coordinate coding 
(''geocoding'') based on the Universal Transverse 
Mercator grid system or similar concepts, 


Our conclusion is that none of the above systems meets the speci- 
fied needs of postal operations or the requirements of other po- 
tential users of a postal code. The main reasons for rejecting 
the existing city zoning schemes were presented in section 3.4 
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4 THE-REGOMMENDED CODE*STRUGTURE, (cont'd) 
vo - (Cometic 


above. Our reasons for rejecting other alternative code systems 
(Section 4.6), as a foundation upon which to structure a postal 
code, may be more clearly understood when the reader has been 
presented with our recommended format, which follows. 


Accepting a two-part structure as a valid expression of the na- 
tional system, with both elements interdependent, it is obvious 
that: 


- each ''Forward area'! would consist of an aggregation of 
Mocalb units" 


- the ''Forward area" would represent the basic sortation 
scheme in the Forward section of a processing office, and 
should be clearly identifiable from the postal code 


- the ''Local unit'' should represent the lowest common denom- 
inator of the system, i.e., the basic, indivisible module to 
be'coded. 


The two essential elements to be built into the code, as we have 
defined and named them, are: 


- the Local Delivery Unit (LDU): this would be the basic 
building block of our concept, and the unit used for City 
sortation 


- the Forward Sortation Area (FSA): this would be an aggre- 
gation of LDU's, and the unit used primarily for Forward 
sortation purposes. 


The Local Delivery Unit (LDU). The LDU would be the basic 


coding unit - defined as ''the largest indivisible delivery module". 
It would be the module that identifies : 


= a portion of a letter-carrier walk or rural route 


- a "large volume" receiver (a business or other 
institution - but never an individual addressee) 
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THE RECOMMENDED CODE STRUCTURE (cont'd) 


(cont'd) 
~ a group,of.lock boxe s,.,alF ost Office metes 


It would represent a delivery unit that would not be split up in 
restructuring delivery routes, or sub-divided unless there were 
physical changes in the identified piece of territory. For example, 
if single residences on a street or part of a block were demol- 
ished to make way for a high-rise apartment, there would be a 
coincident change of address involved, and this could be a valid 
reason to change the LDU. "Typical" guidelines for the defini- 
tion of LDU's are set out as Appendix D. These would need to 

be more fully developed and improved at the commencement of 


implementation. 


The Forward Sortation Area (FSA). The FSA would be a logical 
grouping of LDU'sy-“Fhe* PsA code»woutd delineate ia finite area 
within the national postal system, and need not identify places, 
in the customary sense of locations such as cities, towns and 
villages. Careful delineation of the FSA's would be critical to 
code permanence, and maximum code "protection" of this ele- 
ment would be a factor in implementation. 


It is, in our opinion, more important to assign code significance 
and priorities on the basis of systems analysis, than on political / 
municipal sub-divisions or the present postal administrative units. 
Obviously, in delineating FSA boundaries - one of the primary 
tasks of implementation - due consideration must be given to 
growth and density projections, and to such matters as the 

"mix'' of apartments, businesses and residential units in any 
area. 


We recommend that: 


the Canada Post Office adopt a 6-character, 


uniformly structured, alphanumeric, public 
address postal code. 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
.2  (eont'd) 


The recommended code. would consist of two elements, with 
three characters assigned to each of the two elements - 
indicating the FSA and the LDU. The format of the code 
would be as follows : 


Where: A 


an alphabetic character 


QO 
I 


an alphabetic character or a numeral 


a numeral 


~ 
1 


Typical examples of the proposed code format would be: 


M27 HK3 
WR4 XGI1 


We recommend that the code always be written with a single 

space between the two 3-character groups. The code format 
should not be hyphenated, and no use should be made of other 
symbols or punctuation, such as the oblique stroke or colon. 
Adding a space between elements does not make the code into 
a 7-character structure. 


In computer-based records the six characters may be Noacked”” 
together, and the extra space provided only in the print positions. 
We appreciate that, for users of address plates and other direct 
imprinters, seven spaces would be required. In this regard it 
would be, in our opinion, of significant help to mailers if the 
Department were to approve for general use the standard abbrevi- 
ations of Post Office names, and 2-letter abbreviations for 
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4, “PHE-RECGOMMENDED- CODE SPRUGTURE (cont'd) 
1e (eont' a) 


Provinces. For internal use, e.g., with the MIS and Money 
Order systems, the code may be packed into six positions with- 


out spacing. 


Ultimately, with full acceptance of a public code - when all 
but an insignificant part of the total sortation could be based 
on coded mail streams - it may be superfluous to indicate the 
Province, or even the place or Post Office name, in a coded 
postal address. 


The only position in the 6-character code format that would be 
alphanumeric, would be the centre position of the FSA (Forward 
element). Each of the remaining positions would, we propose, 
be fixed as either numeric or alphabetic, i.e., always a digit 
or always a letter, but not mixed. This uniformity would pro- 
mote code familiarity, provide an important transposition 
detection feature and ample capacity for expansion. 


.3 Applying the Code to the National System 


In this report we have identified and discussed the operating 
needs and other requirements, and presented a summary of the 
information that the postal code should convey. In applying the 
code, and assigning specific characters to the first two positions 
of the FSA element, the guidelines we developed were: 


- use of a single alphabetic character, to be followed by 
two numerals, in the FSA code element should indicate 
that the area served is "ranked" high, in terms of the 
impact it has on the national system 


- single alphabetic code characters that have a direct 
similarity to the original name, should generally be 
allocated on an “impact ranking’ basis, e.¢., ‘)P"! - 
FSA's in the Toronto geographic area; ''M'' - FSA's 
in the Montreal geographic area, and so on. 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
3 (e6nt'd) 


Obviously, there will be conflicts to be resolved in assigning 
single letters, e.g., ''H'' - Hamilton /Halifax; 'w'! -~ Winnipeg / 
Windsor; ''V''- Vancouver/Victoria. The solution we propose 
would give preference to the higher-ranking location, l.e., 
Hamilton, Winnipeg, Vancouver, respectively: Halifax, 
Windsor and Victoria would be designated by other single 
letters’ or pairs ofletters “et ots Mae tp yy Ro ane baat Soke 


Based primarily on our analyses of mail volumes (see Tables 

2 to 7), we "ranked" offices and geographic "FSA Groupings" 
according to their importance to the national system. The 
results of this analysis indicated the coding priorities. We 
would propose to assign a single character, followed by two 
numerals, to the top-ranked geographic FSA groups, e.g., 

M27 HK3, where ''M27"! would be an FSA in the Montreal 
geographic ''group'’. The remaining geographic areas would 

be coded with a two-letter group followed by a single numeral, 
e.g., WR4 XGI1, where 'WR4" is an FSA in the Windsor "sroup"". 


Reference to Table 5 shows that the 25 top-ranked offices, on 

a total-Canada scale, currently process over 70% of the origina- 
ting and incoming S/L letter mail. The Toronto perimeter 
offices (six of which independently rank in the "top 25'' nationally) 
would, we propose, be coded within the Toronto geographic FSA 
grouping. 


Using the initial letter of the location name for the primary posi- 
tion in the code, in order to promote familiarity, would produce 
only two "unacceptable" identifiers, in the sense that the initial 
letter in the FSA element would have no direct similarity to the 
original: 
- "O" for Ottawa, ranked number 5, may cause confusion 
with both numeral 0 (zero) and, visually or with OCR, 
with the letter © 


- "H'' for Hamilton, ranked 6, or Halifax, ranked 14. 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
. 3° _ feont"d) 


We would propose that, at implementation, an alternative indi - 
cator be assigned to Ottawa (e.g., "A" or "G''). We would pro- 
pose assigning ''H''! to Hamilton and, say, ''X" to Halifax. 


From our analysis of "FSA groupings" (see Table 7) we conclude 
that the following listing would ILLUSTRATE the application of 
our guidelines. Table 7 is a summary of more detailed computer- 
derived listings based on volume and transportation factors. 


FSA Volume % Cumulative 
Area Ranking & Identifier Code (Table 1) Percentage 
1 Toronto Tek 25 2508 
a Montreal Mxx es pee 43.8 
3 Vancouver V xk Tb 51.4 
& Winnipeg . Wx 5 5O@6 
5 Ottawa - Hull Axx 4.6 6161 
6 Hamilton Hxx 4,3 65.4 
vs Calgary Cxs 205 68.9 
8 Edmonton xx eae (ee 
9 London Lxx Zu $5.20 
10 Quebec Qxx Gg (eet 
ti Halifax Xxx Are 80.3 
he Regina Rex Fang 82.6 
il Kitchener - W'loo Kxx bay’, 84. 3 
14 Windsor WRx 1.6 85.9 
15 Victoria VCx 1.4 Be 
16 Saskatoon ere 4 1.4 BOT 
bi Peterboro - Oshawa Pex pS 90.0 
18 Niagara - St. Cath. Nxx Bole 9171 


19 Moncton MNx les2 O27 S 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 


oO 


(cont'd) 

FSA 
Area Ranking & Identifier Code 
20 Kingston KGx 
cea St. John's (Nfld) NFx 
Cie Saint John (N.B.) SJx 
(a Thunder Bay 1. Dx 
24 Barrie - Muskoka BMx 
25 Levis - Gaspé LGx 
26 North Bay - Sudbury NBx 
a Kamloops - Okanagan KLx 
28 Trois Rivieres TRx 
29 Chicoutimi CHx 
30 Sydney ok 


Volume % 
(Table 7) 
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0 
0 
7 
8 
8 
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7 
6 
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mB 
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Cumulative 
Percentage 


93. 
94. 
gone 
96. 
96. 
Bik 
98% 
98. 
99. 
99. 
100. 
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We repeat, that the above table is intended to be illustrative 


only. 


It is not a definite recommendation from this study team 


for national groupings of FSA's, or for the assignment of LDU's 


in-any city. 


A final plan is beyond our terms of reference. 


In order to best illustrate the principles upon which our design 


and format are based, we present a number of area maps (see 


Exhibits II to VI inclusive). 


The rnaps illustrate the delineation 


of FSA's and groups of FSA's (Exhibits Il to V), anda Meypreal!’ 


layout for LDU's within a part of one FSA (Exhibit VI). Proceed- 
ing from the national picture to the local detail, the maps dis- 


play: 


a possible grouping of FSA's for Canada, illustrating a 
national processing concentration "plan" (Exhibit IT) 


an approximate, or illustrative, grouping of FSA's in the 
area between Quebec and Windsor, into feasible ''mechan- 
ization/processing concentrations", based on volume and 
transportation criteria (Exhibit III) 
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4, THE RECOMMENDED CODE STRUCTURE (cont'd) 


.3 (cont'd) 


- a "typical" delineation illustrating FSA's within one 
"mechanization /processing concentration" (the illustra- 
tion, Exhibit IV, is for the area of southwestern Ontario 
having London as its approximate centre) 


- a ''typical" delineation of FSA's for a metropolitan area 
(the illustration, Exhibit V, is for London, Ontario and 
its environs) 


- an illustration showing the assignment of LDU code num- 
bers in a sector of a city FSA (the illustration Exhibit VI, 
is for a small part of London, Ontario). 


.4 Code Capacity 


As a precautionary coding technique, to avoid some potential 
problems with optical character recognition (OCR) and to aid 
visual scanning, not all of the 26 alphabetic characters should 
be used. For example: 


OorQ_-+ but not both, in the first (most 
significant) position of an ''Axx"! 
code format 


I (letter) - not used, to avoid confusion with the 
numeral '"'1"' (unity) 


- either one, but not both, in the same 
position. 


There are certain other practical limitations on 2-letter pairs, 

and for coding purposes not more than 20 of the 26 alphabetic 
characters would normally be used in any single code position. 
Thus, in estimating maximum code capacities we have used 
permutations based on 20 alphabetic characters and 10 numerals. (5) 


(5) Considerable research was conducted, several years ago by the Applied 
Psychology Research Unit of the Medical Research Council of Great 
Britain, into the "psychological factors' to be considered in designing 
codes for public use. The published papers were made available to the 
Canada Post Office, and reference to this work was included in our 
design study. 
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4. THE IRECOMMENDED CODE STRUCTURE ((cont!d) 
.4 (cont'd) 


The FSA "code listing" displayed on pages 35-36, for example, 
employs only 17 letters in the first code position (five of them 
twice and three, 3 times), and 11 letters in the second position 
(only two of them twice, and none more than twice). Five 
letters do not appear at all in the FSA code illustrations - Dp} 
TOF Ura’ Zz 


The two-element structure we have recommended, and the for- 
mat we have presented, would have ample capacity for growth. 
The total capacity of a code such as that illustrated in the above 
listing, and avoiding the use of 0 (zero) anywhere in the FSA 
element, would be over 1400 FSA's (i.e., 16%rmes'si / plas: 14 
times 9 = 1422). Each FSA would have a capacity of 4000 LDU's 
(i.e., 20 times 20 (two alphabetic characters), times 10 (single 
numeral) = 4000). 


It is beyond our present terms of reference to identify and delin- 

eate each FSA in Canada - this remains a matter for the Depart- 
ment's implementation - but we ''guesstimate' from our studies 

that between 600 and 700 FSA's would be required for full national 
coverage. Of the maximum of 4000 LDU's available per Forward 
Sortation Area (FSA), we recommend that initially not more than 

half (2000 LDU's) should normally be assigned in any one FSA. 


Our calculations, using as models all presently zoned cities 
(where density is relatively high), indicate that an LDU would, 

on average, cover 10.7 delivery points. This estimated aver- 
age would, in our opinion, conservatively represent the city 
"mix" of business, apartment, residential, and other delivery 
points. The average in rural and wholly residential areas 

would be higher than for downtown city areas, and we estimate 
that the overall national figure would be closer to 12 delivery 
points per LDU. Table 8 sets out partial results of our analyses. 


There are approximately 4.75 million delivery points in Canada. (6) 
ee ee ee eee ee ee Ne 


(6) Reference: The "Canada Post Office Annual Report - 1969" gives the 
following analysis: 


= Calle served by letter carrier 4,030,651 
- group boxes served by carriers 16,045 
- householders served by rural delivery 697, 808 


Total,. as at March 31, 1969 4,744,504 
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4, THE RECOMMENDED CODE STRUCTURE. (cont'd) 
.4 (cont'd) 


Using the lower ''city average'' of 10.7 delivery points per LDU 
as being more conservative, and assuming a total of 600 FSA's 
for the whole country, the calculation shows an average of 
approximately 740 LDU's per FSA. Expressed another way : 
4.75 million delivery points would require 443,000 LDU's; the 
maximum available, using the code structure we propose, would 
be 2.4 million, i.e., 600 FSA's each of 4000 LDU's. 


By following guidelines for implementation, such as those set 
out in Appendix D, and by not assigning more than 2000 LDU's 
initially in any single FSA (leaving 100% spare), ample capacity 
for growth, population shifts and changes in population density 
in any area would, we conclude, be assured. 


The British Post Office's experience in recent years, and our 
understanding of their plans for complete Postcode coverage, 
confirm that a code for Canada, such as that recommended in 

this report, should provide an "'acceptable degree of permanence". 
By the latter phrase we envisage a coding "system life'' of at 

least 30 years, in a dynamic Canadian environment. By com- 
parison, the British confidently anticipate a degree of permanence 
up to 100 years for their Postcode, using concepts similar to 
those recommended for Canada. 


.5 Application of the Postal Code to ''Non-operational'' Needs 


It was oné of our terms of reference (Appendix A. "paragraph 3): 


"to evaluate and report on whether the postal coding 
system could also satisfy the numbering require- 
ments of the Department's management information 
system.” 


This would require the assignment of a unique code to each 
Post Office in Canada. 


In our opinion, the code numbering of all Post Offices is quite 
feasible within the uniform postal code structure we have 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
ES coord) 


recommended. Each Post Office would become a separate LDU, 
and the device that we propose should be used, is to "dedicate"! 
zero in the final code position to this purpose. In other words, 
the use of zero (numeral 0) in the last position, i.e., at the end 
of the LDU element, would be exclusively reserved for the iden- 
tification of Post Offices; zeros would never be assigned for any 
other postal coding purpose. A zero in the final position would 
indicate that the ''point of delivery" is a Post Office. 


We recommend that: 
each Post Office should be assigned a unique 


6-character code number within the uniform 
structure of the proposed Postal Address 


Coding (PAC) system 


the use of the numeral 0 (zero) in the final 
position of the code should be ''dedicated", 
or reserved exclusively, for assigning code 
numbers to Post Offices. 


In addition to the Post Office Department's 'non-operational"' 
needs, e.g., numbering offices, further requirements were 
identified during discussions with LVM's and other users. In 
our opinion, many of these requirements could be met by making 
use of the recommended PAC system - a significant "fringe 
benefit" of postal coding. For example: 


DBS Census and Statistical Needs: DBS as the largest and 
most important source of statistical data in Canada, and as the 
government agency responsible for conducting population and 
other types of census, has an obvious need for sub-dividing the 


country into ''statistical units''. The most frequently used 
"units'' are currently the province, county, municipality - 
city, town, village, etc. - or the census tract. The latter is 


a finite tract within a metropolitan area and, for census-taking 
purposes, each is sub-divided into "enumerator areas'' and then 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
.& (conta) 


into 'blockfaces''". The uncoded postal address is not suitable 
as a statistical unit, nor are Post Offices, Postal Stations or 
city zones. 


DBS is now developing a more sophisticated system of ''geocoding'(7) 
for large urban areas, which would permit the user to specify any 
‘irregular'' area for which he might want to obtain a statistical 
profile. 


Based on our study, we are confident that the postal code recom- 
mended would meet the needs of DBS for both census-taking and 
other statistical purposes. The LDU, as we have defined it, 
should be a perfectly feasible and attractive alternative to the 
"blockface'' as,an indivisible unit. From the LDU module it 
would, in our opinion, be simpler to delineate enumerator areas, 
census tracts, municipal or provincial boundaries, and any user- 
specified area, than by using a system of coordinate "geocoding". 


Large Volume Mailers' Needs: LVM's are required to self- 


sort bulk mailings in order to enjoy preferential rates. The 
proposed code would stabilize all self-sorting schemes, elim- 
inate the need for individual mailing organizations to develop 
their own sorting codes, and possibly reduce the number of 
separations now being made. Separation into each FSA would 
be required of large volume mailers, and the code would allow 
further self-sorting by selected LDU's (for straights") as a 
means of bypassing all Post Office sortation operations and 
ensuring faster service, at least on a portion of the items 
mailed. 


Many LVM's, particularly the direct mailers, have a need for 
market analyses that correlate their large address files with 
published statistics. In our opinion, this need would be met by 
using the postal code as the "'bridge'' or link between a user's 
address files and the statistics based on census data. Also, 
the direct mailer could be more selective in market research 


(7) Reference: ''Geocoding Bulletin #1" published by the Dominion Bureau 
of Statistics - February, 1969 - explains the planned 
Geographically Referenced Data Storage and Retrieval 
System (GRDSR). 
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4, THE RECOMMENDED CODE STRUCTURE (cont'd) 
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or in reaching particular sectors, by linking together certain 
LDU's and omitting others within the same general area. We 
have already referred, on page 16, to the uses being made of 
the U.S. ZIP code in this regard, and we consider that the PAC 
system would provide users with an even better tool for Canada. 
We would not dismiss the possibility of the Post Office Depart- 
ment eventually extending its range of services to include a 
direct mailing service for customers, e€.g., the preparation and 
sale of mailing lists. 


Other users and other government departments, e€.g., National 
Revenue Taxation, both as LVM's and as data collection agencies, 
would be able to use a postal code as a more effective analytical 
base than the Post Office name - which does not "describe'' for 
the user the area served by that office. 


.6 Unsuitability of Other Systems for Postal Coding Purposes 


Earlier in this report (section 3.4) we dealt with the feasibility 
of incorporating existing zoning schernes into the PAC system. 
We also examined several other, non-postal, coding and refer- 
encing systems that may be classified (see page 29) as ''area'! 
codes or 'point/location'' codes. One of these existing schemes 
is very familiar to the public, l.e., the telephone number sys- 
tem; others are well defined and readily available. However, 
in every case we concluded that the possible advantages were 
heavily outweighed by the irrelevance of other systems to the 
operational needs of the Post Office. Specifically, the reasons 
for rejecting these alternatives include * 


Telephone Numbers: Ona national basis it requires ten digits 
for each subscriber - area code (3), exchange (3) and telephone 
number (4) - and exchange numbers may be "overlaid" in any 
given area, i.e., neighbours on the same block may have two 
different telephone exchange numbers. In addition to lack of 
brevity, the telephone system would have other disadvantages 
as a basis for postal coding, including: 


- number changes are too frequent and the system too 
volatile 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
.6 (cont'd) 


~ not all postal delivery points have telephone numbers - 
others have several; some telephone subscribers prefer 
unlisted numbers 


- code number changes would not be within the control of the 
Department 


- areas served by telephone exchanges may be generally in- 
compatible with areas served by letter carrier offices, 
rural routes and other modes of postal delivery service. 


Municipalities and Census Tracts: Consideration of these area 
"units'' may be extended to include the DBS census enumerator's 
"blockface'' and enumerator areas - both are elements of the 


census tract (CT). From our study, the CT and its elements 
came closest to meeting the needs of the postal operating ser- 
vice, and it would appear quite feasible to code such a system. 
An analysis was made of the relationship between the CT's and 
present postal zones: an example is presented in Exhibit VIII, 
for part of the Ottawa municipal region. Offsetting the advantage 
of potential compatibility between Post Office and DBS systems 
would be the following factors: 


- changes in municipal and other census boundaries are fre- 
quent and beyond the control of federal government agencies 


- census tract boundaries follow the ''centre line" of streets; 
postal boundaries and letter carrier routes generally incor- 
porate both sides of streets, and frequently cross municipal 
boundary lines in order to optimize delivery 


- census and municipal ''units'' do not recognize large volume 
mail receivers, i.e., businesses, and generally emphasize 
the residential (the night-time) location of people rather 
than the day-time population distribution 


- CT's, enumerator areas and blockfaces are numbered only 
on a local basis and would, in our opinion, require at least 
eight digits for national coding. 
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4. THE RECOMMENDED CODE STRUCTURE (cont'd) 
.6 (cont'd) 


Distributing Centres, Post Offices and Letter Carrier Walks: 
In addition to city zoning schemes, examined earlier in this re- 
port, the Post Office Department uses other ''system elements'"' 
that were considered as possible bases for postal coding. The 
letter carrier walk, or other delivery route, would have serious 
drawbacks as a coding vehicle. The overwhelming reason for 
rejecting any delivery mode as being unsuitable, is their com- 
plete lack of permanence. 


The Distributing Centres (D/C's) would not, in our opinion, be a 
suitable coding vehicle, even though they constitute a valid pro- 
file of the national postal system. From an examination of vol- 
ume data collected during our field work, it becomes clear that 
D/C's are not a homogeneous group in terms of function or im- 
portance, e.g., Cache Creek or Burns Lake, B.C., and Blind 
River or Moosonee, Ontario, cannot be compared in importance 
to Toronto, Montreal and Vancouver (8) - all are Distributing 
Centres, with roles to play as transportation transfer points or 
terminals for many years to come. 


A code for D/C's and each of their respective dependent offices 
has been developed by TIME Inc., and was included in our ''data 
bank''. It requires five digits - three for each D/C, followed 
by two digits to identify the particular dependent office. Sucha 
code is a good example of a 'Forward-only'' code, similar to the 
ZIP code, and suitable for many LVM's; but such a code would 
fail to satisfy the full operating need of the Post Office or the 
requirements of many non-operational users. To extend the 
TIME Inc. code, or one of similar structure, to meet the needs 
of Local or City sortation would require an additional three 
characters, making a total code length of eight characters, i.e., 
one-third longer than our recommended structure. 


One other important problem would arise - that of international 
"uniqueness''. Any 5-digit Forward code would cause serious 
difficulties in distinguishing U.S. from Canadian mail: a pre- 
fix digit would then be added in order to identify the country of 
destination - a further blow to code brevity! We concluded 


(8) Reference to the supporting tabulations to Table 6 indicates the 
effectiveness of the Distributing Centre concept: further details 
are presented as Appendix E. 
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4, THE RECOMMENDED CODE STRUCTURE (cont'd) 


0 


(cont'd) 


that there are not enough unallocated ZIP-numbers (i.e., not in 
use by the U.S. Post Office Department) to provide sufficient 
capacity for the needs of the Canada Post Office. 


Location Codes: There are a number of such existing codes, 
and we examined the feasibility of adopting any one of them as 
a base for a postal code. Essentially, location codes, such as 
the DBS standard geographical classification code or the Stan- 
dard Point Location Code (SPLC) used in the transportation 
industry, identify a named point. The needs of the Post Office 
are related to an area served from a location, rather than the 
location itself. 


Location codes have no solid base of public familiarity, having 
been developed for special purposes; their format and digit-posi- 
tion significance is not ''self-evident''; and no error-detection 

or transposition-checking features are incorporated. Also, as 
with Distributing Centres, code length would become too great if 
a Local code element were to be added. 


"Geocodes'': Reference has been made to the DBS plans to im- 
plement a geocoding system (GRDSR). Other plans, based on the 
Universal Transverse Mercator (UTM) grid system, have been 
suggested. In our opinion, these systems are unsuitable for a 
variety of reasons, including: 


- they assign equal importance to every point on the map 


~ they are inflexible in defining boundaries, e.g., an area 
10,000 metres square or 413 metres square, that does not 
relate to the ''real world' of postal delivery operations, 
especially in downtown city centres 


- there is no method for assigning two or more codes to the 
same location, as would be required to identify different 
large volume mail receivers in the same building complex; 
the solution proposed is for suffix numbers to be added - 
destroying code uniformity and sacrificing brevity. 
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5. A PLAN FOR IMPLEMENTATION 


re 


The Options and Priorities 


Basically, there are two techniques available for implementation: 


the prolonged build-up followed by the ''D-Day'"! introduction 
of anew system on a full national scale 


the phased implementation, in one or two major areas at a 
time, with each phase effectively debugged before the next 
is tackled. 


Each technique has a number of merits and disadvantages. The 
U.S. followed the first option with the ZIP code, the British 
opted for a phased introduction of their Postcode. A phased 
implementation would be more appropriate in Canada, for the 
following reasons: 


There is, in our opinion, little merit to pushing ahead with 
full national coding without the capability to follow up the 
introduction of codes with effective mechanization. Coding, 
as we have emphasized earlier, is not an end in itself - its 
most significant benefits would be derived in conjunction with 
mechanization. 


Mechanization is the main justification for postal coding. 


‘To use the "lead time'' required to code every village and 


homestead in Canada, as a reason for not moving forward 
"with all deliberate speed" on a mechanization program, is 
simply to use postal coding as an excuse for procrastinating 
over mechanization. 


In our opinion, the design specification and equipment selec- 


tion, followed by the time taken to procure coding and sorting 
machines, will determine the speed with which the potential 
benefits of coding /mechanization are realized. We recognize 


that adequate facilities need to be available prior to install- 
ing equipment. 


It_is not of equal importance to the national postal system 


to have all areas coded, as reference to Tables 6 to 7 
should confirm. Phasing would allow the acquisition of 
capital equipment and costs of implementation to be spread 
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5. A PLAN FOR IMPLEMENTATION (cont'd) 
a AZPR cont'd) 


over several years. However, by tackling the total job ina 
sequence of steps governed by each area's ranking in terms 
of importance to the national system, the major benefits 
would be derived first. 


.3 Phasing would allow more effective deployment of limited 
staff resources. Closer direction and full control of the 
national program by Headquarters would be attainable and 
this, in our view, would be of critical importance. The 
Department does not have available a pool of the trained and 
competent postal coding personnel needed to undertake nation- 
al coding by the "blitzkreig'' technique. 


.4 The potential impact on staffing at letter carrier and postal 
clerk grade levels, would be spread over several years. 


In summary, we conclude that the time for action in moving ahead 
with a planned and controlled program for mechanization and cod- 
ing - is NOW. Early approval for both programs to get under way 
together would ensure that postal coding would always be intro- 
duced to an area well ahead of scheduled mechanization; in ample 
time for public acceptancj to be built up, for LVM's to code 
address files, and for other preparations - such as the introduc- 
tion of dual-aperture boxes - to be thoroughly accomplished. 


We recommend that: 


implementation of the national PAC system 
should be a phased program, geared to pre- 
cede the procurement of code-marking and 


mechanized sortation equipment 


- the sequence and priorities for selecting 
implementation areas should be governed 


wherever possible by the significance of 
each area to the total national postal sys- 


tem, based primarily on generated and in- 
coming mail volumes (see Table 7). 
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5. A PLAN FOR IMPLEMENTATION (cont'd) 
~ (cent'd) 


The terms of reference for this study require us merely to 
"evaluate and report on'' the application of the postal coding 
system to the Department's management information system 
(MIS). This we have done; confirming the feasibility and recom- 
mending the method by which this requirement could, in our 
opinion, best be met (see Section 4.5). It is, we understand, 
one of the Department's immediate priorities to design and im- 
plement not only the MIS, but to introduce a revised Money 
Order system in 1970. For the latter system to use the postal 
code it would be essential, as a first step, to assign code num- 
bers to all Post Offices. 


For this to be accomplished using the uniform structure of the 
PAC system, it would be of critical importance to delineate and 
code all FSA's in Canada. Otherwise, sucha step would not 
have to be taken until each area were planned for full implemen- 
tation of the postal code, The coding of Post Offices within each 
FSA does not present a major problem - each Post Office would 
be assigned an LDU code, consisting of a 3-character group; two 
letters followed by a numeral 0 (zero). It would be presumptuous 
of us to comment on plans for implementing either the Money 
Order or Management Information systems, but insofar as plans 
may be made to use the postal code structure for non-operational 
purposes, the following observations are, in our opinion, relevant: 


- It would be foolish to jeopardize the primary operational 
value and public acceptance, or the permanence, of the 
postal code, by the premature and "'arbitrary'' delineation 
of FSA's to meet the deadlines of a secondary priority; only 
to find that some, at least, of the boundaries must later be 
re-drawn - requiring that the Post Offices affected would 
need to be recoded. 


- The coding of all FSA's as a pre-requisite to numbering Post 
Offices for the MIS and Money Order system, should be re- 
garded as strictly for internal use, i. e., the Forward (FSA) 
codes should not be publicised or released until full postal 
coding for an area has been completed and approved (i.e., 
the Local - LDU - codes assigned). 
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5. A PLAN FOR IMPLEMENTATION (cont'd) 
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The reason we so strongly emphasize the desirability of not pre- 
issuing FSA code numbers is that LVM's would, in our opinion, 
be unwilling to accept and use the Local (LDU) code if it were 
not available in one "'package'' initially. Mail users want the 
Forward code to enable them to self-sort mail - it is the Post 
Office Department that needs the Local code to aid mechanization 
of City sortation. 


Having made the above observations, we are obliged to add that 
there appears to be no reason why the delineation of FSA's could 
not be accomplished in readiness for use within the Money Order 
system. We would strongly recommend, however, that the job 
should be tackled by a ''Coding Task Force'! rather than a ''Money 
Order (or MIS) Task Force''. Given this approach we see no 
insuperable problems to integrating the parallel requirements 

of the PAC system implementation and MIS/Money Order pro- 
grams within six to eight months following approval to proceed 
with coding. Since the plans for the MIS/Money Order programs 
are quite beyond our terms of reference, we have not included 
the integrated development of these two projects in our detailed 
plan for implementation of the postal coding system. 


.2 A Phased Timetable 


As Exhibit VII we attach a plan, in the form of a CPM network 
diagram, for phased implementation. Overall, the constraint 
on the speed of national implementation and the attainment of the 
benefits of mechanization, is likely to be the rate at which the 
necessary equipment can be procured and brought into effective 
operation. 


In the immediate short term, following a Departmental decision 
to proceed with postal coding, there would be a need to move 
ahead on three vital aspects: 


- assigning the organizational responsibility for coding and 
mechanization, and selecting the key ''task force'' people 
to direct the project (see Section 5. 3) 
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~ selecting a test area in which to train ''task force'' and 
field staffs, perfect the coding techniques for assigning 
LDU's, and proceed with implementation of one area 


- liaising with national postal unions and large volume 
mailers. 


The selection of a test area would set in motion the phased 
introduction of postal coding in Canada: there is no doubt in 

the minds of the study team that successful implementation of 
coding in the test area should be followed by implementation in 
the two major metropolitan areas of Toronto and Montreal. The 
benefits of coding and mechanization are optimized when major 
centres are exchanging large volumes of coded mail on each 
other. This important factor is among the criteria for selecting 
a suitable initial test area: other factors include the following: 


- the test area should be processing a ''significant'' volume - 
say, between 2.5% and 5.0% - of the total national mail 


- the bulk of its out-of-city mails should be exchanged with a 
large metropolitan terminal, preferably Toronto ( the 
largest) 


- the test area should include a presently zoned city and con- 
tain a wide selection of large volume mailers and receivers 


- it should be within reasonably convenient travelling distance 
from Headquarters, i.e., in the area between Quebec City 
and Windsor, for effective and speedy communication and 
direction from Ottawa, and to ease the problems of assign- 
ing ''task force'' people to work in the area on a temporary 
basis - say, for six to nine months 


- the chosen test area should have a proven and innovation- 
oriented management group, with good employee relations: 
the latter would be critical in testing out the impact of 
mechanization and developing guidelines for national imple- 
mentation. 
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22 (teomtid) 
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We recommend that: 


- atest area should be selected, based on the 
criteria presented above, in which to train 
and evaluate coding staff, perfect the postal 
coding techniques, appraise the potential 
implications on sortation methods and postal 
employees, and prepare guidelines for achiev- 
ing national coverage 


- following successful introduction into the 
selected test area, postal coding be imple- 
mented for the Toronto and Montreal areas, 
preferably in parallel. 


Following the test area, and then Toronto and Montreal, other 
areas may be coded in grouped sequence according to their pro- 
cessing volume and mail-exchanging significance, e.g., Vancouver 
and Victoria; Ottawa and Quebec; Hamilton - Kitchener - Windsor; 
Winnipeg and Regina - Saskatoon; Calgary and Edmonton; and so 
on. 


The law of diminishing returns applies effectively to mechaniza- 
tion. Executive judgement may be exercised to establish a cut- 
off beyond which mechanized sortation should not be implemented 
in the relatively short term. 


Of thirty geographic areas in Canada (see Table 7 and pages 35- 
36), twenty account for over 93% of the total S/L letter mail. 
These areas should certainly be fully coded - both FSA and LDU 
coding - preparatory to mechanization. Not one of the other ten 
areas accounts for more than 1% of national mail volume, and 
for these areas it is quite feasible (within the PAC system we 
recommend) to fully code only the mainurban centres, or those 
with letter carrier service. For all other places it would suffice 
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to have a Forward (FSA) code plus a single LDU number for the 
customers served by each Post Office. 


In other words, the system would work much like the present 
rural routes - the Post Office LDU would be analagous to the 
"RR #'' in the postal address. In the same way that a change 
from rural route service to letter carrier delivery now results 
in a change of postal address, the later introduction of mechani- 
zation would result in the assignment of a changed LDU code. 

The extent to which this should be applied requires detailed study 
during the planning for implementation. The need to provide 
more than one LDU code for customers served by smaller offices, 
e.g., to distinguish mail for rural routes from that for box hold- 
ers, would be considered in the light of potential growth, concen- 
tration schemes, statistical or other uses (Departmental or non- 
Post Office). 


In the final analysis, the criterion that, in our opinion, should be 
applied is the economic attraction - or, rather, the absence of 
it - of mechanized sortation for certain "low volume"! areas. 
Even without mechanized sorting equipment in an area, coding 
desks to prepare marked mail for Forward destinations would 

be feasible, in relatively small processing offices. 


Our CPM network indicates an elapsed time, from the date of 
approval to proceed, of: 


- 45 weeks to complete the preparation and training of staff; 
complete the equipment specification and selection processes; 
develop the Public Relations and LVM support programs; 
and complete the coding of the test area 


- approximately two years, including 52 weeks to procure 
equipment, up to the cut-over to new sortation procedures, 
based on coded mail in the test area 


- less than three years to the implementation of coding for 
Montreal and Toronto, and the planning for completion of 
a full national plan. 
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.2 (cont'd) 
Equipment procurement is on the ''critical path''. If this activ- 


ity can be accelerated, and if the Department is able to deploy 
competent coding teams simultaneously in more areas without 
losing control from Headquarters, the national implementation 
program may be speeded up. However, we have estimated times 
that are, in our opinion, realistic and attainable and we have 
attempted to optimize the deployment of resources, avoiding the 
dangers inherent in ''crash programs". 


It may be worthwhile to bear in mind that the BPO has taken ten 
years over their planning and implementation - but appear to be 
doing the job properly - and inthe U.S. it has taken a similar 
time to determine that the ZIP code has drawbacks limiting its 

operational usefulness, i.e., it does not meet the full needs of 

City sortation. 


Other notes on the CPM diagram, the original of which has been 
lodged with the Department, are as follows: 


- all activity duration times are shown in elapsed weeks (not 
man-weeks) 


- standard Departmental symbology has been used throughout 
- the starting event is constrained by the submission, evalua- 
tion and approval of this report; these preliminary activities 


are ''critical'' but no duration times are shown 


- the network presents the plan for implementation in three 


phases - the amount of detail presented varies for each 
phase: 

Phase 1 - plan and implement the ''test area'! 

Phase 2 - plan and implement Toronto and Montreal 


Phase 3 - plan and implement the balance of the 
national program 
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- Phases 1 and 2 are overlapped; it is probable that Phases 2 
and 3 would be similarly overlapped for implementation, but 
the details are not evident in the diagram 


- implementation of other Post Office programs may affect 
the network; where possible we have indicated the interface, 
e.g., coordination with the introduction of dual-aperture 
boxes - however, the introduction of mechanized equipment 
to the test area, Toronto, Montreal and other locations may 
be affected by the program for buildings. 


3 Organization and Staffing Considerations 


The successful translation of concepts and plans into a viable, 
operational system on a national scale requires managerial talent 
of a high order. Concepts and plans, however well conceived, 
count for little if the execution is poorly directed and inadequate - 
ly staffed. The most important decision that the Department has 
to make will be the appointment of the senior executive to direct 
and coordinate the introduction of both coding and mechanization : 
the two functions are, in our opinion, indivisible. 


Coding and mechanization with all deliberate speed should be the 
aim of implementation, and this will have a direct impact on 
many Branches in the Department. For these reasons we pro- 
pose that implementation should be carried out using the opera- 
tional ''task force'' approach. 


We recommend that: 


- a "Coding and Mechanization Task Force"! be 
set up and directed by Headquarters, to carry 
out implementation of postal coding and the 
installation of mechanized equipment up to a 
fully operational status 


- the ''Task Force'' be headed by a senior executive 
who should report on a direct and regular basis 
to the Departmental Planning Board. 
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The task force for the implementation of the initial test area, 
should, in our opinion, be assembled on the pre-conceived 
assumption that its members would form the team-leaders for 
succeeding phases of coding. They should, therefore, be care- 
fully selected and somewhat more senior than might otherwise 
be justified. We would expect the appointed task force director 
to participate in selection of his team. 


The complexity of coding should not be underestimated. It is 
certainly not the sort of task that could be successfully accompl- 
ished by an ad hoc collection of "readily available'' junior staff 
from any HQ Branch or Field office. A system that is intended 
for use over a minimum 30-year "life'' deserves the best avail- 
able resources. 


We do not envisage the implementation task force as being a 
permanent organizational group, but it would function throughout 
the formative initial period. As the implementation of coding, 
followed by the installation of mechanized equipment, is success- 
fully accomplished, the responsibility for on-going systems main- 
tenance should become a senior responsibility within the Operations 
orbiti 


-4 Promotion‘of Public Acceptance 


The benefits of mechanization will not be obtained unless the 
mailing public, and particularly the large volume mailers, par- 
ticipate by Using postal codes as a part of the address. It is, 
therefore, of critical importance to ensure the highest possible 
level of public acceptance. The simplistic solution would be to 
enforce compliance by imposing ''penalties' or by refusing to 
handle uncoded mail: neither course of action is recommended; 
at least until all means of persuasion and promotion - backed up 
by good service standards - have been tried. Some implications 
of imposing a service ''penalty'' are set out as Appendix F. 


The purpose of this section of our report is'not to map out a 
detailed publicity campaign - this is beyond our terms of refer- 
ence, and our professional competence - but rather to suggest 
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.4 (cont'd) 
some ideas worthy of consideration. Our suggestions include: 


- the demonstration to the mailer, supported by favourable 
publicity, that coding does result in improved or consistent- 
ly attained standards of delivery service 


- the extension of, and firmer adherence to, the policy of offer- 
ing ''bulk mailing' rates to LVM's - basing a revised 
system of "incentives" on: 


- coding and self-sorting mail to FSA's 


- coding and self-sorting down to selected LDU's, i.e., 
'straights'' (based on bundle-size criteria, as now) 


- actual cost savings realized. 


- the preparation, printing and distribution of well-indexed 
and attractivejy laid out code directories, backed up by an 
updating service and code enquiry assistance by telephone, 
and further supported by directory master tapes (or disks) 
for computer users 


~ the development by the Post Office Department of master 
computer programs to convert large address files as a 
service to LVM's - we recommend that this be undertaken, 
and the programs fully tested and debugged, as an essential 
part of implementation in the initial test area 


~ the provision of coding assistance to LVM's who use ''con- 
ventional'' (non-computerized) techniques for filing and 
printing addresses, similar to the service offered to LVM's 
at the time of a zone numbering change 


- publicity of all types; such as posters, messages on stamp 
booklets, courier vans and cancellation dies; press, radio 
and TV coverage; householder leaflets and local notice board 
exhibits; the running of a contest to find a suitable mnemonic 
abbreviation for the code (6.9.0) ZiP yee Postcode’ or, "PACS- 
code'') - the whole campaign to be planned and coordinated 
by the appropriate professional groups. 
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(cont'd) 


A publicity program would, we recommend, be phased for each 
area, to ''hit'' the public approximately three weeks before the 
selected code introduction date. Obviously, many weeks of 
preparation would be required prior to "publicity day", but to 
release a campaign of public promotion too far in advance of 
introduction generally results in a falling off of responsive enthu- 
Siasm. On the other hand, the promotion campaign should not 
end with the introduction date - the promotion should be a con- 
tinuing effort. 


Mailers, in particular the business firms using pre-addressed 
envelopes, should be encouraged to include their postal code on 
letterheads and pre-printed envelopes; banks should be encour- 
aged to include postal codes on cheque forms; ''Use the post 
code - send a post-card" blanks should be freely available for 
the public to notify their correspondents, in the way that change- 
of-address cards are presently provided. 


The coding publicity should clearly indicate the correct address 
format, including the position the postal code should occupy in 
the address. We advocate that the code should appear as the 
final item in the address, i.e., after the province, or ona final 
line by itself. This positioning would have the following advan- 
tages), 


- compatibility with other postal administrations! require- 
ments, particularly the BPO and the U.S. Post Office 
Department - facilitating the ultimate machine processing 
of coded international mails 


- the risk of the code being obliterated or made illegible by 
the cancelling postmark, would be minimized. 


The alternative positions available would either: 


- require the code to be written in a specified position, e.g., 
in a ''box'' separated from the body of the address: this 
would cause problems for all mailers using labels, address 
plates or other mechanical printers, and for typists, having 
to position an envelope within particular tolerances 
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~ present the postal code as a prefix to the addressee's name; 
too reminiscent of "army days" or '1984" to obtain easy 
public acceptance - at least, in our opinion. 


.5 Code System Maintenance 


Once introduced to an area, the postal code must be maintained. 
A number of requirements for systems maintenance were implied 
in section 5.4 above, e.g., directories and computer master 
programs - once issued - should be kept updated. 


The main task would be to incorporate changes (particularly 
additions) to the postal code arising from such sources as: 


- changes in real estate; residential or business construction 
or sub-division 


- the identification of additional large volume receivers; 
businesses qualifying as a ''straight", justifying a separate 
LDU 


- the introduction of letter carrier service to replace a rural 
route or group box delivery. 


These changes would require the same type of "intelligence" re- 
porting as the present system. In addition, liaison with local 
authorities, planning boards and real estate developers should be 
improved. A system for receiving notices of building comple- 
tions (rather than construction permits issued) should be developed 
with local governments, or with DBS. 


"Users Councils" may be set up under the sponsorship of the 
Post Office, in cooperation with local Chambers of Commerce 

or Boards of Trade, to discuss matters of mutual interest to 
mailers and the Department - designed to operate not as pressure 
groups or "lobbies" but to develop constructive programs aimed 
at improving service to customers at reasonable cost. 
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6. IMPACT OF CODING ON SORTATION 
.1 The Benefits of "Streamed" Mail Flow 


The principle of encouraging the mailing public to separate 
originating mail into streams of "pure"! local and out-of-town 
mail at the street letter box (SLB) is well established in some 
other countries. However, Canadian experience has been 
limited to several moderately successful but short-lived experi- 
mental programs in Montreal and Toronto, and currently another 
small-scale test in Hamilton. Earlier task force studies (9) 
recommended a national program for Canada, particularly in the 
major centres. We not only support these recommendations, but 
conclude that significant operational and cost benefits would accrue 
to the Department if 'pure'' mail streams flowed from the SLB's 
as input to either manual or mechanized sortation. 


The principal benefit would be derived from a reduction in the 
Direct Labour Hours required to process mail through the 
Forward-primary operation. Currently, originating mail that 
is deposited in SLB's, is received into the processing stream 
as a mixture of local and out-of-town mail. A major saving 
would result from ensuring that locally originating and locally 
destined mail could be ''streamed" to by-pass the Forward- 
primary sortation process, and flow directly to the City sorta- 
tion operations. 


The volume of mail involved is considerable. Quantitative data 
developed during an earlier study (9.a.) reveals that some 40- 
45% of the national Originating S/L Letter mail is deposited in 
SLB's, and our study indicates that approximately 39.7% of 
Originating S/L letter mail is destined for Local distribution. 
During the year ended July 31, 1969, the period covered by our 
collected volume statistics, this would amount to over 600 
million pieces. 


The conclusion to be drawn is that over 600 million items of S/L 

Letter mail need not be Forward-primary sorted, if ''purified"! 

streams were available from the SLB's. This would represent 
ne eee en eee neeenne ene i cone wee Salamone ne So LN ee er ee 
(9) References: (a) Report on "Mail Sortation, Distribution and 


Presorting' by Price Waterhouse Associates - June 1969 


(b) Report on ''Transportation" by Samson Belair Riddell 
Stead Inc. - June 1969 


(c) Report on "Facility Design and Equipment Utilization" 
by Price Waterhouse Associates - July 1969 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
.1 (cont'd) 


a potential saving of some 400,000 hours of Direct Labour on 
sortation, most of which would be in major centres. 


Since the time available to process and clear this volume prior 
to outward despatch time is limited, all the resources must be 
concentrated into a short period, which becomes the daily peak 
load. However, if Local mail were streamed to follow the out- 
of-town traffic in sequence, the peak-period volume would be 
Significantly reduced. 


Continuing the present 'mixed mail" operation within a mechan- 
ized system, the volume of Originating letter mail that would 
have to be ''code marked" and machine sorted during the pre- 
despatch evening peak period would be unnecessarily heavy if 
all Originating traffic continued to be handled together. In 
addition, with coding /mechanization implemented, separate 
processing of Incoming mail would facilitate the use of a ''short 
coding'' technique: the alphabetical part of the Forward (FSA) 
code element, i.e., a single letter or pair of letters, need not 
be coded in the Originating Office. Consequently, coding key- 
strokes could be reduced in the largest mechanized offices by 
approximately 15%. 


Other ''trade-off' benefits of separated mail streams would in- 
clude: 


- Forward or outward mail may be prepared for despatch 
earlier 


- Outward mail should include almost all mail that currently 
misses despatches or is "bulked" into a major terminal in 
the system to be sorted again, due to its having been collec- 
ted in the period just prior to despatch 


- the working hours of Local or City section staffs could be 
adjusted to an earlier start, if both Forward and Local 
mail streams were available for processing in parallel, 
instead of in sequence: this would result in improved 
working conditions for the night staff, but would also 
nullify some of the reductions in estimated capital costs 
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~ the lighter load in the Forward processing section could 
reduce the number of manual sorting cases or the number 
of coding desks and sortation machines required, and hence 
reduce overall floor space requirements. 


There are, however, several offsetting costs that need to be 
considered, the main one being the cost of street letter box 
collections. This cost would be influenced by aonuimbe rot 
factors, including the method of collection, scheduling of pick- 
ups, the receptacle design and the type of mail bag (or other 
collection receptacle) used by the City Services courier to clear 
the box. Although this matter is beyond the terms of reference 
for this study, we offer the following observations : 


- the cost to clear and segregate mail, in any dual-stream 
Operation, should represent only a marginal increase over 
the costs associated with current SLB collection contracts. 
Therefore, although present contractual arrangements in 
Hamilton call for 'double'' payment for clearing a dual box 
site, we consider that such a costing approach for a perman- 
ent dual box stream operation is unrealistic and excessively 
"loaded", and should be subject to re-~negotiation. The con- 
tractor would be due some additional revenue for his efforts, 
but certainly not double. 


- the operating schedule for clearing of boxes could be modi- 
fied without jeopardizing realistic service requirements. 
For example, the City or Local mail receptacles should not 
require clearing on every scheduled SLB run. This Local 
mail would not, in any case, get better service than the 
standard of "next-day delivery", which could be maintained 
equally well with "evenings only" pick ups. This type Of 
Operating strategy would effectively minimize the incremen- 
tal cost of clearing additional boxes. 


- there would be a need for additional SLB's, preferably of a 
new design with improved ease of opening and access for the 
courier, and more effective public acceptance and usage by 
Simplifying the box identification and purpose. A related 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
<2 «6(eont*d) 


factor is the design of the collecting receptacle, which 
should reflect the requirements of speed, convenience and 
security, with reliable segregation and low cost. In our 
Opinion, a well designed SLB could increase the "purity"! 
of the mail streams and, at the same time, simplify box 
maintenance and bag handling within processing plants, 
and optimize City Services operating costs. 


The study team is aware that the Department's Special Projects 
Branch has recommended an extension of the Hamilton trials. 

In our opinion, a costs /benefits analysis of this project based on 
the actual add-on costs now being incurred may be misleading, 
and may give an unsound basis for reaching conclusions regard- 
ing a long term national scheme, for the following reasons: 


-1 The present operation does not take into effect the implica- 
tions of streaming for mechanized sorting plants. 


.2 The contractor is being paid too much for the clearance of 
each additional box placed on the test sites: this is not a 
reasonable contractual structure and, furthermore, each 
‘'city'' box does not necessarily require clearance on every 

. scheduled trip. 


.3 A helper has been assigned to each truck for one trip on 
each of two routes. In our opinion, city-wide route re- 
structuring and rescheduling should level out the increased 
time required to clear additional boxes, and remove the 
need for part time helpers. 


.4 Potential benefits achievable through an integrated systems 
approach, which would cover improved box design, collec- 
tion schedules, routing, plant handling of bags and mail 
streams, have not been fully evaluated. 


On balance we conclude that the operating results so far achiev- 
ed in Hamilton, of 88.3% "pure'' mail in the city stream, is en- 
couraging; particularly in light of rather limited publicity and 

the somewhat indistinguishable 'makeshift'' boxes. The present 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
.1 (cont'd) 


indications are sufficient to indicate that a fully engineered plan 
could achieve better than 93% "pure'' mail streams. The bene- 
fits of having such pure streams in postal operations would be 

a key factor in implementing a national coding and mechanized 
sortation scheme. 


| We recommend that :‘ 


a national program of mail segregation 
through separate Local and out-of-town 
street letter boxes, be developed and 
implemented throughout the postal 
system. 


Inherent in such a plan would be acceptance of the principle 

that no deliberate effort would be made to meet service require- 
ments for mail deposited in the wrong box - particularly For- 
ward mail deposited in Local-delivery boxes. To assist the 
mailing public, and to encourage code usage, we recommend 
that the box aperture for Local mail be clearly "labelled" with 
the FSA codes included in the Local delivery area. 


.2 The.Costs/Benefits of Mechanization 


A ‘policy decision to mechanize at least part of the sortation 
process is implied in the terms of reference for our study, see 
Appendix A, paragraph 2. During the course of our study we 
have: 


- designed a code that would, in our opinion, be particularly 
suitable for use with mechanized or automated systems, 
without having any adverse effect on manual systems 


~ sought to identify the most economically attractive and 
proven mechanized system, likely to be available to the 
Canada Post Office in the immediate future 


- studied the probable developments in mechanized coding and 
sorting techniques. 
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.2 (cont'd) 


Although coding has application to all types of mail, our study 
and costing of mechanization was confined to the processing of 
S/L letters. Current mechanized systems for processing this 
"product line'' may be divided into two broad categories: 


.1 Direct sorting - as employed in the U.S. Post Office De- 
partment ~- using their standard letter sorting machine (LSM) 


.2 ‘off line'' letter code-marking - the ''marked mail" system 
used in Britain and other postal administrations, e.g., 
Australia and Germany. 


With Direct sorting, the mail is read "online" either by akeyboard 
operator or an optical character reader (OCR). Both of these 
methods are the mechanized equivalent of manual, ''knowledge", 
sortation. 


In the "marked mail" system the letter is passed in front of an 
"off line'’ coding desk operator, whose keystrokes cause the 
envelope to be marked for subsequent mechanized sorting. A 
development which is taking place is to combine OCR and mail 
marking in a single machine, i.e., using OCR to replace the 
coding desk operator. The "marked mail" technique has the 
distinct advantage; that once a letter has been marked, it may 
be sorted repeatedly at any mechanized office without repeated 
keying. 


The "marked mail" concept, which was researched by the Canada 
Post Office more than a decade ago, has been adopted by the BPO 
and is being implemented to a national plan in the U.K. Also, 

the ''marked mail'' system has been recommended to the Canada 
Post Office by the study teams reporting on the Environmental 
Forecast, and Facility Design and Equipment Utilization. 


We concur in the recommendations of these earlier study groups 
in this important area. In our opinion, the marked mail system 
would provide: 


- a technologically proven method of mechanized sortation for 
all short and long letters 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
.2 (cont'd) 


~ the flexibility to benefit from advancing technology, without 
requiring major methods changes 


~ an opportunity to introduce a uniform national system of 
mechanized sorting, by locating suitable equipment at all 
the major sortation points across Canada: the code marking 
and reading must be standardized, but the remainder of the 
equipment may be of various makes. 


Broad estimates of the probable cost effect of mechanization 
have been made in the past without, it would appear, being sub- 
stantiated by any detailed calculations. Because mechanization 
and coding are so closely intertwined, we carried out a cost 
study to substantiate our conclusions and recommendations. 
Since the British Post Office is using the marked mail system 
and, in addition, they represent the only source of detailed 
factual costing data available, we based our approach upon a 
current study made by the BPO for the Newport area. 


Using these data and standards, adjusted for Canadian conditions, 
the direct costs of mechanizing the Montreal City Post Office 
have been estimated, and are attached as Appendix G. The 
assumptions made when preparing these estimates are included 
in the Appendix. The main conclusions drawn from our analyses 
were that mechanization of the Montreal Office, with streamed 
mail from double-aperture street letter boxes, would: 


- require a capital outlay of $4.7 millions (Appendix G, section D) 

- produce an annual direct cost saving of $531,000., compared 
to the cost of processing an identical volume using the present 
manual system (Appendix G, section A) 

- yield an annual return on capital of approximately 11.4%. 

Extrapolating the Montreal cost/benefit estimates, and assuming 

the national installation of double-aperture boxes, mechanization 

in all major mail processing plants across Canada would, we 


estimate: 


- require a capital investment of $31.7 millions, spread over 


yeas atoadsaay animes en ; oo 
ee: abe 


‘ ¥ boi le} 


i } aa i ea 


Pe int «| . i Santa ste } 
Fert atoys tsachHien mptokinia sschenen a2 witatroqga « in: — . 
| is vc sree striqiups sldstien petpasol ve \gattree band natoam 
Ser shod adi + shemsl> a awn ns Hotedtor ‘Solem: soli | 
Ro wobatarrtss Sci Jud hosthibaei= em ase Witthaon, Gre 
; sols aboreev loved yen inaengivps | . 


MOM svinanoesre To towing wtiteidp sa eid, io apisrnites| Bao 
ge Gey iow tS aCe tasty « yrhyhs ni mt ‘whens pied ‘even 
ioai sadsgood) veaohinieoingy ‘baligiob vee Yo balers 
sbepsrhyess ode Vinaola op ons garbos bits 
itebrers cao 901 brs angieadtsi 163 AD ainhinstedna od vhs 
rac Heath PRT BLS Sa STD saorkd dethl ter sth Sonia, 
b ic sotvde yine edt dasasteen hed) (HORSE Rint pies 
dosortqqs tuo boaad ow aideiievrs sin§ gntiaog Jentonr} 
coqgw@alv! sai +01 O88 art vd sham ybais geetty> 


8. 7LA0' Deretes (Say 


eiommat rol beatae), ee bel a bas cheb dead gatev 
doo D WHO dga rua one pak ri lo utaon seats orld 

4 hisagA es badbnils ove daa hsiea@ae Geen thi 
atn aoianites exad hwy aaote iO GI Sparc anciiqrns 
ho mot) sowegh.agnlepioags, i siz odT' ,  nbBreagls fis itt 
Sone dirw eosltO leering edicid RoesieeApenr saad an aw 
wer ) { ts4 tostia stodisqeoldwdb mies ans 


D mibscaah) esotiiien TRE lonehine teigeoe Seapas) ~ 
paemeod , .000 1% A230 yoives. 4200 755%0b I orea se esuborq - 
eK Mi entan soidey lsoltitebh) as Srigseootg 76 dabo etd of 


A Chgt ey ees bre aA) LOEB mares 


waee EL vialacaieoiqds lo ladiqao no BtEiet oe is. Blot ~ 
iM ‘ ) 

i Y Meo HAS /AOTecTHIeS Lied \ eons axe taht sud yritetogess3 
thatneivoc:.sexod sitixegs-sidyeban a otis fagenk f omic chy 


. 


wo ob iuelw ehabine) #20 non ethene Ly er iee BaVoO kere Ao 
ier 


9 bserge ,Sontiloor T.[4e io tnecateoune lente ei 
if 


SAMSON 
BELAIR 
RIDDELL Page 66 


STEAD 
INC. 


6. IMPACT OF CODING ON SORTATION (cont'd) 
22 Cont a) 
the life of the implementation program 


- produce an annual direct saving of $3.6 millions, compared 
to the cost of present operations, when complete mechaniza- 
tion is operational. 


However, using the present Montreal operation as a basis for 
comparison with a fully mechanized scheme, tends to obscure 
several important factors. The Montreal Office employs a 
considerable labour force of continuous part-time staff and 
casuals. At present, these part-time staff are paid at a much 
lower hourly rate than permanent staff although, in Montreal, 
they sort approximately 60% of the City letter mail. Permanent 
staff in Montreal cost the Post Office twice as much on average 
(including fringe benefits and allowances for vacation and other 
absence) as part-time employees. 


The impact of this wage rate difference is clearly shown below, 
where the estimated costs for a mechanized processing operation 
in Montreal, would probably be higher than for a manual system, 
based on the assumptions: 


- that a coded and streamed mail flow is available 
- that on the manual system, casual or part-time ('"'A-B-C") 
staff would continue to process approximately 60% of the 


City mail 


- that casual staff costs would average about 46% of perman- 
ent staff costs, including fringe benefits and allowances. 


On this basis, a mechanized scheme would cost more than a 
manual scheme, by $250,000 per year in Montreal: 


Estimated Annual Direct Cost of present 


Montreal operation - but with coding and $ 
dual-aperture SLB's implemented (see 
Appendix G, section B.1) 3, 986,000 


Estimated Annual Direct Cost of a mech- 
anized operation in Montreal (see 
Appendix G, section C) 4,236,000 
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6. IMPACT OF CODING ON SORTATION (cont'd) 


ve (eOone da) 


Before drawing too many misleading conclusions from the above 
analysis, the following factors should be considered: 


mi 


In the mechanized scheme, items other than labour (prin- 
cipally equipment depreciation and interest on capital), 
would account for $741,000 (see Appendix G, section C): 


$ 
Spare parts 70, 000 
Depreciation 466, 000 
Interest on capital 205, 000 
$741,000 


The mechanized scheme would require 485 full time staff 
to sort the S/L mail and provide maintenance services: 
the equivalent manual scheme would require 617 staff to 
perform the same tasks: 


- 445 permanent staff 
- 172 part-time or casual staff. 


In consequence, future wage settlements would, if current 
labour cost trends continue, close the "cost gap'' between 
manual and mechanized schemes very quickly, for the fol- 
lowing reasons: 


ort 27% more staff would be employed under the manual 
operation 


- the costs to the Department of the 172 part-time or 
casual staff may be expected to escalate more rapidly 
than the average for full-time staff - reducing the 
present big differential 


- the cost of labour tends to increase at a more rapid 
rate than the cost of equipment (depreciation and main- 
tenance). 


Full mechanization is at least three years away from imple- 
mentation, by which time the effect of increasing labour costs 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
.o. 3) ACORENT) 


could more than offset the apparent cost advantages of a 
manual system based on coded, streamed letter mail sorta- 
tion schemes. 


The study team's calculations and working papers have been 
lodged with the Department. Obviously, more rigorous cost 
studies would be needed, to confirm or modify the assumptions 
made in this study, e.g., that assumed machine throughput 
rates are valid and fully attainable. There is also a need to 
examine such factors as the supervisory and administrative 
staff requirements, and the possible impact on in-plant trans- 
mission,transportation, and letter carrier operations; and to 
calculate the one-time costs likely to be incurred during phased 
transition to mechanization. 


-3 The Impact of Coding on Manual Sortation 


The Department's terms of reference (see Appendix A, para- 
graph 2.2) reflected concern for the impact of coding on present 
manual operations. Our conclusions in this regard may be 
summarized as follows: 


- at worst, coding would have no adverse effect at all on 
manual schemes - the coding could be ignored 


- the needs of mechanization should not be subordinated to 
the manual system 


- coding could, however, significantly reduce - but certainly 
not eliminate - the knowledge requirements for manual 
sortation. 


In order to evaluate the possible impact of coding, and to estab- 
lish a valid basis for comparison with mechanized systems, the 
study team developed a model of manual sortation operations. 
The basis for this model was the Montreal Main Office, using 
processing volumes equivalent to those used in estimating costs 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
.3 (cont'd) 


for a mechanized scheme (see section 6.2 above), and the Direct 
Labour Hours (see Table 1) pro-rated to reflect processing of 
equivalent volumes. The present distribution of City mail be- 
tween 'GEO'' and 'A-B-C"' staff was preserved in our calcula- 
tions (see Appendix G, section B). The results show that, for 
Montreal: 


~ the annual direct cost, based on the present system and an 
estimated 5356 Direct Labour Hours per day, would be 
approximately $4.77 millions (Appendix G, section B.2) 


- the annual direct cost, based on a coded and streamed mail 
flow from SLB's, and requiring an estimated 4472 Direct 
Labour Hours per day, would be approximately $3.99 mill- 
ions (Appendix G, section B.1). 


The main effect of coding on the manual sortation of S/L letters 
would be that the knowledge requirement is reduced. This re- 
duction in knowledge results in increased manual sortation rates. 
As an earlier study observed: 


"Related to the fact that knowledge is required to sort 
is .the fact that the sorter must make a decision every 
time he handles a letter. Making such decisions re- 
quires more time than merely placing a letter into a 
separation in a "no-knowledge" sort." (10) 


The actual operations in Montreal confirm that 'no-knowledge" 
sorts yield higher throughput rates: 


: City "GEO" Primary (a knowledge sort) : 795 letters /hour 


~ City 'A-B-C" Primary (a 'no-knowledge" sort) : 1440 letters / 
hour. 


It is recognized that one very important factor in comparing these 
sorting speeds, is that satisfactory performance is a condition of 
continued employment for staff in the A-B-C section. 


(10) Reference: Report on ''Mail Sortation, Distribution and Pre-Sorting" 
by Price Waterhouse Associates - June 1969 (page 38) 
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6. IMPACT OF CODING ON SORTATION (cont'd) 


.3 (cont'd) 


By simulating the effect on the Montreal Main Office sorting 
operations, of coded and streamed mail from dual-aperture 
SLB's, the following conclusions were drawn: 


1 


The Forward Section would sort about 98% of all mail, 
coded and uncoded, only once: 


coded Local Originating mail would be sorted to FSA's 
on the Forward case (a "'no-knowledge" sort) 


uncoded Local Originating mail would be passed to the 
City section for ''GEO" sorting (see below) 


coded Forward mail would be streamed to its appro- 
priate processing plant; a large portion of it would be 
sorted by FSA 


uncoded Forward mail would be bulked to the main 
processing plant in the province of destination (this 
might result in a service ''penalty'' on a proportion of 
uncoded mails) 


the only portion (maybe 2%) of Forward mail that would 
require a secondary (''knowledge"') sort would be some 
uncoded mail for the "home" province. 


The City Section would sort about 40% of the mail once; 
the balance would require two ''A-B-C" sorts to the letter 


carrier walk: 


"GEO" sorters would be required to sort uncoded mail 
to FSA's "concentrated on'' the processing plant 


mail self-sorted to FSA's by large volume mailers 
would be Final sorted to the walks by ''GEO"' staff 


Local Incoming mail, sorted to FSA's by other pro- 

cessing plants, would be Final sorted to the walks by 
"GEO" staff (this, and the two preceding categories, 
would be "knowledge" sorts) 
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6. IMPACT OF CODING ON SORTATION (cont'd) 
.3 (cont'd) 


- the balance of the mail would be shared amongst the 'GEO"! 
and "A-B-C"' staffs: that portion sorted by 'A-B-C" would 
require two sorts to complete to the letter carrier walks. 


The simulation demonstrates that, with a manual sortation sys- 
tem, only the Forward element of the code, i.e., the FSA ele- 
ment, would be utilized. It would be possible to use the LDU 
element for Local sortation but two sorts would still be required 
- as at present with ''A-B-C'"' methods. 
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CODING TASK FORCE 
ANALYSIS OF DIRECT LABOUR HOURS BY SECTION AND ''PRODUCT LINE" 


MONTREAL MAIN POST OFFICE FOR THE MONTH OF MAY 1969 


DIRECT LABOUR HOURS BY PRODUCT LINE Total 
Direct 


{Forward Section 


Open, Segregate & Cancel 
Primary Sort 

Secondary Sort 

|Final Sort 

|Bag Sort 

| Transmission 
!'Unmeasured Direct Hours 


WHat Wh IN <r OS 


83, 868 | 27, 641 


City 'GEO" Section 
Primary Sort 

|Secondary Sort 

iFinal Sort 

iBag Sort 

| Transmission 
i\Unmeasured Direct Hours 


63,512 | 31, 842 | 11, 646 1127, 915 


|City 'A-B-C"' Section 
Primary Sort 

iSecondary Sort 

Final Sort 

‘Bag Sort 

i Transmission 
_/Unmeasured Direct Hours! 


iTotal Direct Hours 


Percentages 
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CODING TASK FORCE - VOLUME DATA ANALYSIS 
Table 2 Originating Forward Mail - by Office 
Table 3 Total Originating Mail - by Office 
Table 4 Incoming Local Mail - by Office 
Table 5 Originating and Incoming Mail - by Office 
Table 6 National Summary of Originating and Incoming 
Mail - by District 
Table 7 Originating and Incoming Mail - National Summary 


by "FSA Groupings'' 


KEY to Column Headings : 


CUMUL % the cumulative volume percentage of the category of mail 
shown in the heading of Tables 2 -5, i.e. 
- Originating Forward Mail (Table 2) 
- Total Originating Mail (Table 3) 
- Incoming Local Mail (Table 4) 
- Originating and Incoming Mail (Table 5) 


DS a District No. code used by the study team : five ''economic 
regions'' (lst digit) and the present Post Office Districts or 
autonomous Offices within each "region" (2nd digit) 


GR Grade of Post Office 


DEP OFF No. of Dependent Offices served, where the identified 
location is a Distributing Centre or District 


1969 WALK the number of Letter Carrier Walks, as at June 1969 
POP THOU Population, according to 1966 census figures, in thousands 


POP PER the approximate average number of persons served 
LC per letter carrier 


DELIVER the approximate average annual number of pieces of S/L 
PER LC letter mail delivered per letter carrier, i.e., the Total 
Local volume divided by the No. of Letter Carrier Walks 


VOLUMES see definitions of Local and Forward volumes, given on 
pages 11 - 12 of the report (section 2. 3.3) 


TOTAL EX the Total Local volume plus the Forward Originating 

TRANSIT volume, i.e., excluding Transit volume - this is the 
minimum volume of Incoming and Originating S/L letter 
mail that would be processed under a fully coded system 


TOTAL Local Originating plus Forward Originating, i.e., the 
ORIGIN . total S/L letter volume generated in the area served by 


a given Post Office. 
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CODING TASK FORCE 


ESTIMATE OF LDU's FOR ZONED CITIES 


Table 


Letter 
Carrier 
Walks 
(Note 2) 


ieee 
845 


666 
Zs O26 


- one LDU for every 15 apartment delivery points. 


8 


Avg. No. 
of LDU's 
per Walk 


43 
43 
38 
42 


51 


41 


No. of Estimated Walk 
Delivery No. of Evaluation 
Zoning Scheme and City Points LDU's Blocks 
(Note 1) 
3-Character Zoning 
Montreal 576, 108 48, 440. 16, 863 
Toronto 359,790 35; 966 13 530 
Vancouver 234,978 25, 050 13, 455 
Vy, £70,876 “109, 455 43, 648 
2-Character Zoning 
("new!'' scheme) 
London 66, 147 5, 155 3, 048 
Windsor 61, 798 4, 860 196 
Calgary 111, 695 P7025 6, 683 
Edmonton 123, 435 13,035 S387 
363,075 34,075 Zk OLA 
2-Character Zoning 
("'old'' scheme) 
Quebec 100, 282 10, 435 6,098 
Ottawa 120, 204 11, 820 need 
Hamilton 92, 092 8,650 4,777 
Winnipeg 151, 565 Lis (ee 5,968 
464, 143 42,645 24, 122 
All Zoned Cities 
TOTALS 1,998, 094 186, 175 89, 084 
Notes: 1. These estimates are calculated upon a formula developed from 
a field work study of selected city zones, as follows: 
7 - one LDU per walk evaluation block; plus 
aod - 40% of business delivery points; plus 


2. This column indicates a close approximation of the number of 
full letter carrier walks; allowing for a mix of full-time and 
part-time walks, as at the end of June, 1969. 
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— TERMS OF REFERENCE 
PUBLIC ADDRESS POSTAL CODING SYSTEM 
OBJECTIVE 


To design a permanent Canadian public address postal coding system; 
to develop a plan for the introduction and implementation of the coding 
system and to recommend guidelines for its maintenance. 


TERMS OF REFERENCE 


1. To evaluate the needs of the operating service for a postal 
coding system. 


2. To design a postal coding system that will 


.1 enable the Department to take full advantage of mechanized 
and automated sorting machines and, if possible 


.2 to assist the manual mail processing systems to the great- 
est degree, 


.3 to ensure the highest degree of utilization by both the 
Post Office Department and the mailing public, especially 
large volume mailers, and 


.4 to have the flexibility to accommodate population shifts. 


3. To evaluate and report on whether the postal coding system could 
also satisfy the numbering requirements of the Department's 
management information system. 


4. To examine the feasibility of the present 3 character postal zoning 
system being continued as part of the postal coding system. 


5. To determine from a practical operating standpoint if a postal 
coding system should identify sections or units within a city 
sortation system which will allow an automated sort directly 
to the letter carrier walk. 


6. To recommend a detailed plan for the introduction and implemen- 
tation of the postal coding system and to recommend guidelines 
for the maintenance of sucha system. 
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if 

1. Office Name (using the 12-position ''authorized'' abbreviation) 

2. District and Province 

3. Distributing Centre ''status'', i.e., whether implemented, author- 
ized or still in the planning stage 

4. Number of Dependent Offices 

5. Number of Letter Carrier Walks (in operation - June '65 & June '69) 

6. Number of Points of Delivery served by Letter Carriers 

7. Number of DBS Census Tracts covered by the area 

8. Population (1966 census, in thousands) 

9. Other codes in general use: 


= Standard airlines code for cities, e.g., YOW, YYZ, YUL 

- DBS standard geographical classification code (6 digits) 

- Taxation Div. of National Revenue location code (5 digits) 

- TIME Inc. code for Dis. Centres and dependent offices (5 digits) 


10. Grade of Office 
11, Annual volume of S/L Letter Mail (in thousands of pieces): 


- Local Originating and Local Incoming 

- Forward Originating and Forward Transit 

- Total Local Mail 

- Total Forward Mail 

- Total Originating Mail 

- Percentage of National Total, by Office, by District, by 
"sortation groupings", for the above volume categories 


12. Average population served per Letter Carrier 
13. Average annual volume of S/L Letters delivered per Letter Carrier 
14. Points of Knowledge for sortation in each Office 


= Local Sortation Points 
= Forward Sortation Points 


15. Number of Letter Carrier walk-evaluation blocks 


16. For selected cities - Postal Zone and Postal Station details. 
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DISCUSSIONS WITH LARGE VOLUME MAILERS AND OTHERS 


GOVERNMENT DEPARTMENTS 


- Dominion Bureau of Statistics (DBS) 

2 Department of National Revenue (Taxation Division) 

“ Département de la Famille et du Bien-Etre Social, Province 
de Québec 


OTHER POSTAL ADMINISTRATIONS 

= British Post Office - London, England 

- U.S. Post Office Department - Minneapolis and New York 
DIRECT MAILERS 

- Canadian Mailings Limited 


- Herbert A. Watts Limited 
- O.E. McIntyre Limited 


In addition, a meeting with members of the CDMA Postal 
Affairs Committee was held in Montreal. 

MAIL ORDER FIRMS 

- The T. Eaton Co. Limited 

- Simpsons-Sears Ltd. 

~ Sovereign Seat Cover Manufacturing Limited 

FINANCIAL ESTABLISHMENTS 

- Bank of Montreal 

- The Royal Trust Company 

OIL COMPANIES 


= Gull OimsCanada limited 
- Texaco Canada Limited 
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PUBLISHERS 


- McLean-Hunter Publishing Co. Ltd. 
- TIME -Life Inc. 


a Time International Of Canada Limited 


UTILITY COMPANIES 


- Bell Canada 
- British Columbia Telephone Company 
- The Hydro-Electric Power Commission of Ontario 


OTHER LARGE MAILERS AND INTERESTED PARTIES 
: Cité de Montreal 


~ CNR/CPR Coding Committee 
- CN Express 
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GUIDELINES FOR THE DEFINITION OF LOCAL DELIVERY UNITS (LDU's) 


The code element for Local (or City) sortation would be the LDU. An 
LDU represents the "largest indivisible delivery module" and, therefore, 
the basic building block for coding purposes. Guidelines for coding 
LDU's would need to be carefully defined during the implementation 
planning for the initial test area. The following points are intended to 
indicate the principles to be adopted, and Exhibit VI illustrates their 
application : 


1. A separate LDU code would be assigned to each: 


- high volume receiver - an address consistently receiving 25 
or more items per day on any delivery 


~ apartment building having more than 15 apartment units re- 
ceiving mail delivery door to door or by locked boxes. 


2. 'Blockfaces", or a part of one side of a street between intersections, 
where a letter carrier has no choice of route except along that street, 
may be ''chained" into single IL.DU's provided that the following rules 
are applied: 


- existing boundaries must be respected, e.g., where census 
tract, municipal, county, district or provincial boundaries 
exist, separate LDU's must be assigned to each side of the 
boundary line 


- both sides of ''natural'' boundaries or main traffic arteries 
would not be chained into a single LDU code 


~ no LDU would incorperate more than one street name; however, 
entire cul-de-sacs, courts or crescents may be assigned toa 
single LDU 


- LDU's should cut off at logical points such as opposite a street 
or junction, a footpath ora vacant lot 


- a street, or block, should not be crossed by LDU's at both 
ends - separate LDU's should terminate at the intersections. 
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3. An LDU should not represent more than 20 minutes of outside time 


under the present walk evaluation scheme. 


4. Each LDU would be transferable only as a unit in any future walk 
restructuring, or other changes in mobile delivery routes, group 
boxes, kiosks or rural routes. 


5. Separate LDU's should not be assigned to "domestic" separations, 
e.g., holding company subsidiaries or registered Head Offices; 
although many of the ''subsidiaries'' may each receive 25 or more 
pieces of mail ina delivery, only one LDU should be assigned to 
the delivery address. 
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OBSERVATIONS ON THE DISTRIBUTING CENTRE CONCEPT 


Distributing Centres (D/ C's) have been identified on a national basis by 
the Post Office Department, although implementation on a District basis 
is in various stages between planning and fully operational. We conclude 
that the concept is sound in principle, and also in practice where it has 
been fully and effectively implemented,i.e., the D/C's constitute the 
transportation transfer points in the system - now and for many years 
tovcome’, 


However, from a mail processing (sortation) viewpoint, a cursory ex- 
amination of the data included in detailed volume tabulations (included in 
the working papers for this study), summarized in Table 6, indicates 
various degrees of "operational'' implementation throughout the country. 
For example, in the Quebec and Saskatoon Districts, where the concept 
has been fully implemented, with attendant changes to sortation schemes, 
a considerable exchange of mails takes place between D/C's. 


In the Winnipeg District on the other hand, implementation has not gone 
beyond utilizing the transportation aspects of the plan. The Winnipeg 
terminal is receiving mail and is sorting mail for most of the dependent 
offices in the District. Little mail is bypassing the Winnipeg terminal, 
negating one of the main objectives of the concept. We appreciate that 
national distribution patterns use Winnipeg as a "bulking centre", and 
local service requirements may, as a result, impose limitations on 
realizing the objective of bypassing Winnipeg. However, we consider that 
this bears further examination, because of the effect of operational imple- 
mentation on Transit mail volumes, illustrated by the following: 


% of District's Transit 


Terminal or Major Mail Volumes Processed 
Sortation Plant by the Terminal 
Winnipeg 86.8 
Regina (Saskatoon Dis.) 31.8 


Quebec City (Quebec Dis.) 24.8 
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IMPLICATIONS OF A SERVICE "PENALTY" ON STAFFING AND MECHANIZATION 
ere ne ae ces antag age Se EE AN ge ee INL Get LLIN 


The introduction of a postal code, with the need for a high degree of 
public use, and a concurrent effort by the Post Office to give top ser- 
vice, should generate a consideration of methods of giving preferred 
service to mailers who use postal codes. One aspect of this considera- 
tion might involve the concept of a service ''penalty" to uncooperative 
mailers. Our studies and calculations indicate that: 


~ uncoded mail would require some manual sortation; in our cost/ 
benefit calculations we have assumed that 30% of the S/L letter 
mail would be uncoded 


- to provide the best service at minimum cost, all sorting would be 
done between 1430 and 0630 hours, i.e., operating staff would work 
either an afternoon/evening shift or a night shift - no day shift 
would be required 


- the manual sortation requires a high degree of knowledge. 


If a policy were established, that uncoded mail would not be given 
"best" service, then: 


- manual sorting operations could be transferred to a day shift 


~ less mail would have to be worked during the 1430 - 0630 hours 
peak period. 


The impact of these changes would include: 


- personnel possessing the highest degree of sortation knowledge 
would be enabled to work on the preferred (day) shift: night differ- 
cntial rates for these personnel would be climinatcd 
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- the mechanized equipment required for the peak period operation 


would be reduced : this would obviously reduce the costs of main- 
tenance, depreciation, and interest on borrowed capital 


- public acceptance and usage of coding would probably increase, re- 
ducing the volume of uncoded mail to be processed: a decrease in 
uncoded mail would reduce the number of manual sorting staff 
required for mechanized sorting - the net effect would be a cost 


reduction. 


In our opinion, there would be a considerable ''staff appeal" in the above 
approach. The more highly skilled personnel (probably the most senior 
and dedicated) would enjoy the preferred working hours. This would 
provide an incentive for staff to develop their sortation knowledge. It 
would be particularly applicable to unmechanized plants, where on-the- 
job training or experience could be gained during manual sorting on the 
later shifts. 


Cost savings would certainly accrue to the Department, and would be 
most pronounced in mechanized plants. 
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MONTREAL MAIN POST OFFICE 


SUMMAR Y 


Estimated Direct Annual Costs based on the 
best attainable'' manual operation, i.e., 
with coding and dual-aperture SLB's (as 
detailed in section B.1 of this Appendix, 
see page 2) 


Estimated Direct Annual Costs of a mechan- 
ized operation, i.e., with coding and dual- 
aperture SLB's (as detailed in section C of 
this Appendix, see page 4) 


Estimated Direct Annual Costs based on the 
present manual operation (adjusted for vol- 
ume), i.e., without coding or dual-aperture 
boxes (as detailed in section B.2 of this 
Appendix, see page 3) 


Estimated Direct Annual Saving - difference 
between a mechanized operation (.2 above) 
and the present manual operation (.3 above) 


Estimated Capital Cost of Equipment (as de- 
tailed in section D of this Appendix, see 
page 5) 


Annual Return on Capital Investment (.4 
above expressed as a percentage of .5 above) 
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B. ESTIMATED DIRECT ANNUAL COSTS OF MANUAL OPERATIONS 
(Montreal) 


line Based on the ''Best Attainable'' System 
It has been assumed that: 
- coding and dual-aperture SLB's have been implemented 


- 40% of City Section sortation would be done by ''GEO" staff, 
and 60% by 'A-B-C'' staff, as it is now in Montreal 


- the basic hourly cost for ''GEO' staff would continue at 
~-$3.00:/hour, and for "A-B-C" staff $1.75 /hour 


- fringe benefits of 18% would apply to 'GEO" staff, to give 
a composite rate of $3.54/hour; and of 8% to "A-B-C" staff, 
to give a composite rate of $1.89/hour 


- an allowance of 15% has been made on 'GEO"! staff only, to 
cover vacations, leave and other absences; no similar 
allowance is applicable to 'A-B-C"' staff (with the effect of 
fringe benefits and allowances included, the average 'GEO" 
staff cost is more than double that for “A-B2C" staff J cand 
this is without considering average productivity) 


~ the present manual sortation speeds actually. being attained 
in Montrcel would be maintained. 


Forward section: $ 
1131 hours at $3.54/hour x 260 days 1,041, 000 


City section: 


"GEO" - 1966 hours at $3.54/hour x 260 1,809,500 

Min BeG"e91375 hours at $1.89 /hour x 260 6755 (00 
Allowance for vacation, leave, sickness, etc. on 

"GEO" staff only: at, 15 «$2,850,500 427,600 
Eistimated costs of SLB's 32,400 


Total - to page 1 Summary (rounded off) 2986 200 
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B. ESTIMATED DIRECT ANNUAL COSTS OF MANUAL OPERATIONS 
(Montreal) (cont'd) 


.2 Based on the Present Manual Operation (Montreal-adjusted for 
volume) 


It has been assumed that the present manual operation is applic- 
able, i.e., without coding or dual-aperture boxes, and that all 
other assumptions set out in .]1 above remain valid. 


Forward section: $ 
2075 hours at $3.54/hour x 260 days 1, 909, 800 


City section: 


"GEO" - 1691 hours at $3.54/hour x 260 1,556, 400 
tA-B-C' - 1590 hours at $1.89/hour x 260 781, 300 
4,247,500 


Vacation and other absences for ''GEO" staff only: 


.15 x $3, 466, 200 520, 000 


Total - to page 1 Summary (rounded off) 4,767,500 
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C. ESTIMATED DIRECT ANNUAL COSTS OF A MECHANIZED OPERATION 
ee ne SE NEE ANIA E DiOPERATION 
(Montreal) 


Annual 
Direct Labour: Cost $ 


138 coding desk operators 

46 stacker operators 

76 sorting machine operators 
2 translator staff 


allowance of 27% reserve staff 
(1 fer resets * vacations sickness, breaks, etc. 


99 manual sorters 
15 reserve of 15% 


447 full-time staff at $6,000 per annum 2,602,000 


Fringe benefits, i.e., pension, insurance, etc. at 
18% of gross salary cost 483,000 


Equipment Maintenance: $ 


35 maintenance staff at $8,000 p.a. 280, 000 
- fringe benefits at 18% 50,000 

- Spares, materials at 1.5% of 
capital cost 70, 000 


(nee Ee a Need 
400, 000 


Depreciation of Equipment : 


10% of $4, 664, 800 (see section D) 466,000 


Interest on Borrowed Capital: 


8% of $4, 664, 800 payable in 10 years; 
$44 p.a. per $1,000 = 44x 4,664.8 205,000 


Total - to page 1 Summary 4,236,000 
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D. ESTIMATED CAPITAL COST OF EQUIPMENT (Montreal) 
pablo hs Rk =e lb ar etn od nx foster ce SOP es Waal, tain Ws aen td nto 


Coding Desks: $ 
84 for operations 
8 for reserve standby (10%) 
92 at estimated unit cost of $13, 650 1,255, 800 
Stackers : 
14 for operations (1 required for every 6 
coding desks) 
2 for reserve standby 
16 at estimated unit cost of $7,800 124, 800 
Sorters: 
30 for operations 
3 for reserve standby 
oe at estimated unit cost of $62, 400 2,059,200 
Translators: 
- the number required would be dependent upon 
the manner in which machine groups were. 
organized, and upon the complexity of the 
system: a provision has been estimated at 1, 000, 000 
Collection Boxes: 
~ allowing for duplication of boxes now in use, 
or provision of a new type of dual-aperture 
SLB 225,000 
Total - to page 1 Summary (rounded off) 4,664, 800 
——————S 
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E. ASSUMPTIONS MADE IN CALCULATIONS OF COSTS/BENEFITS 


.1 The BPO's Newport area study was used in calculating mechani- 
zation estimates, with the following exceptions : 


- the Newport speeds of 2500 letters /hour through the coding 
desks for originating S/L mail, and 2100 letters /hour for 
incoming S/L letters, were reduced to a uniform rate of 
2000 letters /hour for all S/L letter mail 


- U.K. equipment prices were converted.to $2.60 to the pound 
sterling, and an increase of 50% was estimated to cover 
costs of transportation, duty and taxes, etc. 


~ the provision of one million dollars for translators is, in 
our opinion, a reasonable estimate. 


.2 It has been assumed, in estimating machine requirements and 
staffing: 


- that all Forward sortation would require to be completed 
by 2100 hours each evening: this would be better than is 
currently being achieved 


- that all City sortation to letter carrier walks must be com- 
pleted by 0630 hours daily, which should include all City 
mail received up to 0530 hours. 


.3 Manpower requirements and costs were estimated on the follow- 
ing basis: 


- reserve staff required for mechanized operations were 
calculated at 27% of the daily strength: this allocation covers: 


- 12% for the break allowances included in present man- 
ual operations, plus 
- 15% allowance for vacations, leave, sickness, absen- 


teeism,.etc. 


- reserve staff required for manual operations were calculated 
. at 15% of the permanent daily strength 
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E. ASSUMPTIONS MADE IN CALCULATIONS OF COSTS /BENEFITS (cont'd) 
. 3. (cont'd) 
~ average annual rates as follows, were used: 


- $6000 for all direct operating staff 
- $8000 for all equipment maintenance staff 


~ fringe benefits at 18% of gross wages, for permanent 
staff 


- fringe benefits at 8% of gross wages, for part-time 
and casual staffs. 


so) 


.4 Depreciation on mechanized equipment has been calculated at 
rate of 10% per annum, using the 'straight-line'' method. 


.5 Equipment requirements were boosted by 10% to provide for 
standby units to cover exceptional peaks, regular maintenance 
and breakdowns. 


.6 The calculations were based on the full utilization of mechanized 
equipment during two daily shifts, with a full shut-down on the 
third shift: this arrangement would facilitate preventive main- 
tenance and provide up to 50% spare machine capacity for ex- 
ceptional workloads, e.g., at the Christmas peak period. 


.? Daily mail volumes were derived by dividing the recorded annual 
volume by 260 days: this derived daily average is "inflated" due 
to the inclusion of the Christmas peak volumes, but this should 
provide a margin for other peaks experienced during the year. 


.8 It has been assumed that 70% of the S/L letters would be coded 
by the public, and 100% by the LVM's - with the latter self- 
sorting at the point of origin, at least to FSA's. 
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ASSUMPTIONS MADE IN CALCULATIONS OF COSTS/BENEFITS (cont'd) 


When calculating the effect of double-aperture SLB's, it was 
assumed that the streamed mail would be 93% Ppoure 's 176.7, that 
7% of the S/L letters would be placed in the wrong box aperture. 


The statement of mechanized system costs includes all the direct 
costs of coding, sorting, bundling and tieing S/L letters, using 
mechanical equipment and, wherever necessary, manual labour. 


The scheme for the Montreal Main Office assumes that the 
major sorting plants elsewhere in Canada were also mechanized, 
and that incoming and transit letters would have been coded and 
sorted at these other main plants. 


No allowances were made for additional building space: neither 
have one-time start up costs been calculated and included. 


The additional benefits to be derived from more direct routing 
of mail, and a smaller labour force to process an equivalent 
volume of letters, were not calculated - but they should be con- 
siderable in the areas of: 


- transportation 
- bag handling, break down and make up labour 
o Supervisory, administrative and other indirect staff costs 


- preparation time required by letter carriers 


- transmission time on processing floors. 


It has been assumed in our calculations for a mechanized system, 
that uncoded mail could be "short-coded" at the Forward sorta- 
tion, and ''extract coded"! at the City section: it was considered 
unnecessary to provide technical explanations of the methodolgy 
that could be employed. 
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